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Washington,  Tuesday,  October  27,  1959 


department  of  agriculture 

Agricultural  Marketing  Service 
[  7  CFR  Part  1024  1 

[Docket  No.  AO-308] 

milk  in  OHIO  VALLEY  MARKETING 
AREA 

Decision  on  Proposed  Marketing 
Agreement  and  Order 

'  Pursuant  to  the  provisions  of  the  Agri- 
[  cultural  Marketing  Agreement  Act  of 
1  1937,  as  amended  (7  U.S.C.  601  et  seq.) , 

"  and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  a  public  hear¬ 
ing  was  held  at  Evansville,  Indiana,  on 
October  14-28,  1958,  pursuant  to  notice 
thereof  issued  on  September  17,  1958 
(23  PR.  7401) ,  upon  a  proposed  market¬ 
ing  agreement  and  order  regulating  the 
handling  of  milk  in  the  Ohio  Valley  mar¬ 
keting  area. 

Upon  the  basis  of  the  evidence  intro-e 
duced  at  the  hearing  and  the  record 
thereof,  the  Deputy  Administrator,  Agri¬ 
cultural  Marketing  Service,  on  August  7, 
1959  (24  F.R.  6504) ,  filed  with  the  Hear¬ 
ing  Clerk,  United  States  Department  of 
Agriculture,  his  recommended  decision, 
containing  notice  of  opportunity  to  file 
written  exceptions  thereto. 

Preliminary  statement.  The  hearing 
on  the  record  of  which  the  proposed 
marketing  agreement  and  order,  as  here- 
,,  Inafter  set  forth,  were  formulated,  was 
j  conducted  at  Evansville,  Indiana  on  Oc¬ 
tober  14-22,  1958,  pursuant  to  notice 
thereof  which  was  issued  September  17, 
1958  (23  F.R.  7401). 

The  material  issues  of  record  relate  to: 
^  1.  Whether  the  handling  of  milk  pro- 

I  duced  for  sale  in  the  proposed  marketing 
^  area  is  in  the  current  of  interstate  com¬ 
merce,  or  directly  burdens,  obstructs,  or 
affects  interstate  commerce  in  milk  or  its 
products;  , 

f  2.  Whether  marketing  conditions  show 
f  the  need  for  the  issuance  of  a  milk 
f  ,  marketing  agreement  or  order  which  will 
tend  to  effectuate  the  policy  of  the  Act; 
)  and 

j  3.  If  an  order  is  issued  what  its  provi- 
I  dons  should  be  with  respect  to: 
t  (a)  The  scope  of  regulation; 


(b)  The  classification  and  allocation 
of  milk; 

(c)  The  determination  and  level  of 
class  prices; 

(d)  Distribution  of  proceeds  to  pro¬ 
ducers;  and 

(e)  Administrative  provisions. 

Findings  and  conclusions — (!)•  Charac¬ 
ter  of  commerce.’  The  handling  of  all 
milk  to  be  regulated  by  the  proposed 
marketing  agreement  and  order  for  the 
Ohio  Valley  marketing  area,  as  defined 
hereinafter,  is  in  the  current  of  inter¬ 
state  commerce  or  directly  burdens,  ob¬ 
structs,  and  affects  interstate  commerce 
in  milk  and  its  products. 

The  Ohio  Valley  Milk  Producers  Asso¬ 
ciation,  Evansville,  Indiana,  regularly 
furnishes  the  entire  fluid  milk  require¬ 
ments  of  seven  milk  plants  located  in 
Evansville,  Indiana  and  Owensboro, 
Kentucky.  Fluid  milk  products  proc¬ 
essed  in  these  plants  are  distributed 
throughout  the  recommended  marketing 
area  in  Indiana  and  Kentucky.  Milk  is 
regularly  received  at  these  plants  directly 
from  association  members’  farms  located 
in  Indiana  and  Kentucky  and  from  the 
association’s  receiving  station  located  in 
Russellville,  Kentucky.  Of  the  associa¬ 
tion’s  756  members  in  August  1958,  465 
supplied  milk  from  farms  located  in  In¬ 
diana  and  291  from  farms  located  in 
Kentucky.  The  association  directs  the 
deliveries  of  milk  of  its  members  so  as 
to  balance  receipts  in  individual  plants 
in  relation  to  their  need  for  milk.  'There 
is  a  continuous  intermingling  of  milk, 
therefore,  originating  from  the  Indiana 
and  Kentucky  portions  of  the  supply 
area.  In  addition,  supplementary  sup¬ 
plies  of  milk  have  been  received  at 
Evansville  and  Owensboro  plants  from 
plants  located  in  Ordfordville,  Brooklyn 
and  Oregon,  Wisconsin ;  Chicago,  Illinois 
arid  Fort  Wayne,  Indiana.  Milk  is  re¬ 
ceived  in  the  Fort  Wayne  market  from 
farms  in  the  States  of  Indiana  and  Ohio. 

A  company  operating  one  of  the  plants 
in  Evansville  also  operates  a  plant  in 
Owensboro.  Bulk  milk  and  packaged 
fluid  milk  products  are  moved  between 
these  two  plants.  Milk  processed  and 
packaged  in  Evansville  is  delivered  to 
and  distributed  from  the  Owensboro 
plant  throughout  the  Kentucky  coun¬ 
ties  included  in  the  recommended  mar. 
keting  area.  Approximately  two  percent 
of  the  fluid  sales  from  this  plant  also 


is  disposed  of  in  Montgomery  County, 
Tennessee.  Likewise,  milk  processed 
and  packaged  in  the  Owensboro  plant  is 
moved  to  the  Evansville  plant  and  dis¬ 
tributed  to  consumers  in  Indiana.  In 
addition,  more  than  10  percent  of  the 
total  fluid  milk  distributed  from  this 
plant  is  disposed  of  in  11  counties  in 
Illinois.  Ten  percent  of  the  total  fluid 
milk  distributed  from  another  /Evansr 
ville,  Indiana,  plant  is  distributed  in 
Kentucky. 

Cottage  cheese  is  regularly  received  in 
bulk  from  a  plant  in  Carbondale,  Illinois, 
at  plants  in  Evansville  and  Owensboro 
where  it  is  packaged  and  distributed 
in  Indiana,  Kentucky,  Tennessee  and 
Illinois. 

Part  of  the  milk  supply  for  a  plant  lo¬ 
cated  in  Holland,  Indiana,  is  procured 
from  dairy  farmers  in  competition  with 
Evansville  handlers  and  in  eastern  In¬ 
diana  in  competition  with  Louisville, 
Kentucky  hangers.  Approximately  85 
percent  of  the  total  fluid  milk  distributed 
on  retail  and  wholesale  routes  from  this 
plant  is  distributed  in  Indiana  and  the 
remaining  15  percent  is  distributed  in 
Kentucky. 

Fluid  milk  is  r^ularly  received  at  a 
plant  located  in  Madisonville,  Hopkins 
County,  Kentucky,  from  farms  located 
in  Kentucky  and  Tennessee.  During 
August  1958,  29,963  pounds  of  milk  was 
received'from  the  latter  soiurce. 

Fluid  milk  in  consumer  packages  is 
supplied  from  a  plant  in  Indianapolis, 
Indiana,^  to  chain  stores  in  Evansville, 
Owensboro  and  other  municipalities  in 
the  marketing  area  in  Indiana  and 
Kentucky. 

Plants  located  in  Vincennes,  Indiana, 
and  Robinson,  Illinois,  distribute  fluid 
milk  products  in  the  recommended  mar¬ 
keting  area  and  in  other  areas  in  Indiana 
and  Illinois.'  Milk  from  a  plant  located* 
in  Louisville  (regulated  under  the  Louis¬ 
ville  order)  is  distributed  on  wholesale 
and  retail  routes  in  Indiana  and  Ken¬ 
tucky  counties  in  the  recommended 
marketing  area. 

Milk  in  excess  of  fluid  requirements 
of  the  seven  plants  located  in  Evansville, 
and  Owensboro,  is  normally  disposed  of 
by  the  producers’  association  through 
their  Russellville  receiving  station  to  a 
manufacturing  plant  located  in  Colum¬ 
bia,  Tennessee.  On  occasions,  the  as¬ 
sociation  has  disposed  of  reserve  milk 
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to  a  manufacturing  plant  In  Orleans, 
Indiana.  At  times  the  association  has 
disposed  of  reserve  supplies  to  plants 
located  outside  Kentucky  and  Indiana 
for  fluid  disposition  by  such  plants. 
During  WST,  such  sales  were  made  to 
plants  in  Alabama. 

Reserve  supplies  of  milk  of  other  han¬ 
dlers  who  would  be  regulated  under  the 
recommended  order  are  either  made  into 
manufactured  products  in  their  plants 
or  disposed  of  to  manufacturing  plants 
in  Indiana,  Kentucky,  Illinois  and  Ten¬ 
nessee.  Manufactured  products  made 
from  such  milk  are  moved  in  interstate 
commerce  or  are  sold  in  competition  with 
similar  products  entering  into  interstate 
commerce. 

(2)  Need  for  regulation.  Marketing 
conditions  in  the  Ohio  Valley  marketing 
area  warrant  the  issuance  of  a  marketing 
agreement  and  order  to  regulate  the 
handling  of  milk  in  such  area. 

The  Ohio  Valley  Milk  Producers  As¬ 
sociation.  the  proponent  of  the  order  for 
the  Ohio  Valley  marketing  area  sur¬ 
rounding  Evansville,  Indiana  and 
Owensboro,  Kentucky,  represents  more 
than  750  dairy  farmers  and  about  99 
percent  of  the  dairy  farmers  supplying 
milk  to  six  distributing  plsmts  located 
in  these  cities.  The  Western  Kentucky 
Milk  Producers  Association  representing 
65  of  the  85  dairy  farmers  supplying  a 
distributing  plant  at  Madisonville,  Ken¬ 
tucky  also  supported  regulation  for  a 
number  of  counties  comprising  the  sales 
area  for  their  milk. 

The  Southern  Indiana  Milk  Producers’ 
Association,  representing  approximately 
185  dairy  farmers,  who  supply  the  major 
portion  of  the  fluid  milk  requirements  of 
the  plant  at  Holland.  Indiana,  did  not 
favor  the  proposed  regulation. 

The  Ohio  Valley  Milk  Producers  As¬ 
sociation  has  had  a  formal  marketing 
contract  with  individual  handlers  in 
Evansville  and  Owensboro  since  1952. 
The  association  supplies  the  full  milk  re¬ 
quirements  of  all  the  plants  located  in 
these  cities.  These  plants  are  the  pri¬ 
mary  outlets  for  the  association  mem¬ 
bers’  milk.  In  recent  years  the  associa¬ 
tion  has  also  supplied  a  bottling  plant 
located  at  Russellville,  Kentucky,  outside 
the  proposed  marketing  area.  Occasion¬ 
ally,  shipments  of  supplemental  milk  are 
made  to  other  relatively  small  bottling 
plants  located  in  the  proposed  marketing 
area.  The  fluid  milk  supplied  con¬ 
sumers  by  the  six  plants  in  Evansville 
and  Owensboro  and  the  plant  in  Madi¬ 
sonville  is  a  substantial  portion  of  the 
total  fluid  milk  consumed  in  the  herein¬ 
after  recommended  20-county  market¬ 
ing  area. 

Under  the  Ohio  Valley  Association’s 
marketing  contract  with  handlers  milk, 
including  the  milk  of  a  small  number  of 
nonmember-producers,  is  subject  to 
classified  pricing  and  marketwide  pool¬ 
ing.  The  association’s  plan  for  pricing 
and  pooling  milk  is  similar  to,  and  for 
the  most  part  based  on,  that  applied  un¬ 
der  nearby  Federal  orders  regulating  the 
handling  of  milk  in  Louisville  and  Pa¬ 
ducah.  Kentucky  and  Nashville,  Tennes¬ 
see.  The  association’s  arrangement  with 
handlers  provides  for  supplying  their 
full  fluid  milk  requirements  and  for  as¬ 


suming  responsibility  for  handling  any 
reserve  supplies  of  milk.  Reserve  milk 
is  disposed  of  primarily  to  manufactur¬ 
ing  outlets.  When  available,  occasional 
shipments  are  made  to  other  markets  for 
fluid  disposition.  Any  supplies  needed 
by  the  plants  to  fulflll  their  fluid  re¬ 
quirements  in  addition  to  receipts  from 
association  members  are  procured  by  the 
cooperative  association. 

Under  the  association’s  pooling  plan, 
all  producers  supplying  milk  to  contract¬ 
ing  handlers  share  equally  in  the  benefits 
accruing  from  the  fluid  sales  of  such 
handlers  and  in  the  cost  of  carrying  the 
necessary  reserve  supplies  associated 
with  such  sales.  During  the  12-month 
period  ending  in  August  1958  a  total  of 
103.2  million  pounds  of  milk  was  priced 
and  pooled  by  the  association  for  its 
members. 

The  association  maintains  a  staff  of 
employees  to  assemble  and  furnish 
monthly  reports  on  prices,  receipts  and 
utilization  of  milk  to  its  membership  and 
contracting  handlers.  A  continuous  ed¬ 
ucational  and  milk  quality  program  also 
is  conducted  among  the  membership. 
The  association  has  a  program  for  the 
reporting  of  receipts  and  utilization  by 
handlers  receiving  member  milk  and  for 
verifying  such  reports  by  auditing  han¬ 
dlers’  records.  The  auditing  program, 
however,  has  been  somewhat  limited  in 
scope  and  its  operation  has  not  been  en¬ 
tirely  satisfactory. 

The  marketing  program  of  the  Ohio 
Valley  Milk  Producers  Association  has 
conformed  for  the  most  part  with  sound 
marketing  practices,  contributed  to  mar¬ 
ket  stability  and  has  tended  to  pu:)mote 
orderly  marketing  conditions.  During 
the  past  three  or  four  years,  however, 
changes  in  the  procurement  and  distri¬ 
bution  of  milk  have  resulted  in  conditions 
which  have  gradually  eroded  the  effec¬ 
tiveness  of  the  association’s  program. 
Extensive  competition  has  developed  in 
the  sale  of  fluid  milk  in  this  area  between 
the  handlers  being  supplied  milk  by  the 
association  and  milk  distributors  whose 
supply  of  milk  is  not  purchased  on  a  clas¬ 
sified  basis.  Keen  competition  has  been 
experienced  from  plants  located  in  Hol¬ 
land,  Vincennes,  Huntingburg  and  In¬ 
dianapolis,  Indiana  and  with  plants 
located  in  Princeton,  Henderson  and 
Louisville,  Kentucky.  The  milk  supply 
for  these  plants  is  obtained  from  dairy 
farmers  on  the  basis  of  a  variety  of  dif¬ 
ferent  pricing  plans.  A  number  of  them 
purchase  their  milk  supply  from  dairy 
farmers  at  prices  which  are  approxi¬ 
mately  the  same  as  the  average  price 
resulting  from  the  cooperative  associa¬ 
tion’s  marketwide  pool.  Dairy  farmers 
delivering  milk  to  most  of  these  plants 
do  not  have  effective  marketing  programs 
and  are  uninformed  as  to  the  basis  on 
which  their  milk  is  priced.  Those  han¬ 
dlers  not  under  a  classified  pricing  plan 
are  able  to  expand  their  fluid  sales  in 
the  area  with  milk  purchased  at  prices 
which  approximate  the  average  associa¬ 
tion  pool  price.  Evansville-Owensboro 
handlers,  on  the  other  hand,  are  required 
to  pay  a  higher  price  (Class  I)  for  milk 
for  fluid  use.  As  the  number  of  distrib¬ 
utors  has  increased  in  the  metropolitan 
Evansville-Owensboro  area  the  struggle 
on  Uie  part  of  new  suppliers  to  gain  a 


larger  portion  of  the  market,  on  the  an.  I 
hand,  and  the  desire  of  local  handlers^  I 
maintain  their  sales,  on  the  otherhw  1 
resulted  in  wholesale  and  rei^  1 
cutting.  The  most  drastic  price  reS*  • 
tions  have  prevailed  on  weekenSi^ 
grocery  stores.  Some  local  distributor, 
have  met  the  wholesale  price  reduction 
of  their  competitors.  Heavier  than  unS 
weekend  purchases  by  consumers 
stimulated.  ’These  sporadic  increases  in 
purchases  of  milk  made  it  necessary 
the  producer  association  to  import  milk 
to  provide  dealers  supplied  by  them  with 
an  adequate  supply  of  milk  for  their 
customers  at  the  reduced  wholesale 
prices.  Following  such  weekends,  con- 
sumer  purchases  of  milk  invariably  fen 
below  normal  and  the  association  found  ' 
it  necessary  to  dispose  of  excess  milk  to 
manufacturing  outlets.  Consequently 
association  members  had  to  bear  the  cost 
of  carrying  a  temporary  surplus  and  re- 
ceived  lower  uniform  prices  than  oth». 
wise  would  have  been  received  had  it  not 
been  necessary  to  make  temporary' and 
sporadic  importations  of  milk. 

During  the  fall  of  1958  the  association 
was  informed  by  handlers  participatinj 
in  the  marketing  plan  that  they  must 
obtain  a  milk  supply  at  prices  commensu¬ 
rate  with  those  paid  by  nonparticipatlng 
distributors  or  they  could  not  success¬ 
fully  compete  in  the  fluid  market  and 
provide  a  Class  I  outlet  for  the  associa¬ 
tion  members’  milk.  The  association  was 
unable  to  continue  a  negotiated  price 
level  commensurate  with  local  supply- 
demand  conditions.  Furthermore,  this 
occurred  immediately  preceding  ^ 
period  of  seasonally  low  production  and 
even  more  important,  at  a  time  when 
producer  receipts  showed  a  general 
downward  trend.  The  Western  Ken¬ 
tucky  Milk  Producers  Association  which 
also  sells  the  milk  of  its  members  on  a 
classified  plan  experienced  a  gimniff 
situation. 

In  an  effort  to  promote  market  sta¬ 
bility  and  more  orderly  marketing  for  ah 
dairy  farmers  supplying  milk  to  the  area, 
the  Ohio  Valley  Milk  Producers  Associa¬ 
tion  communicated  with  some  of  the  dis¬ 
tributors  who  do  not  procure  milk  from 
association  members  to  obtain  their  ap-  I 
proval  and  acceptance  of  its  marketing 
agreement  and  classified  pricing  and 
pooling  plan.  The  association  agreed  to 
furnish  such  handlers  a  supply  of  milk 
necessary  to  fulfill  their  Class  I  and 
Class  II  requirements  and  to  handle  any 
additional  reserve  supply  associated  with 
such  requirements.  These  efforts  by  the 
association  to  prevent  disruption  of  iti 
classified  pricing  and  pooling  plan  and  to 
maintain  orderly  marketing  in  the  Ohio 
Valley  area  have  not  been  successful 
Such  handlers  failed  or  refused  to  accept 
the  association’s  offer  with  the  result 
that  marketing  conditions  have  c(»i- 
tinued  to  deteriorate  and  at  times  have 
become  chaotic. 

The  issuance  of  an  order  to  regiriate 
the  handling  of  milk  in  the  Ohio  Valley 
marketing  area  would  tend  to  effectuate 
the  declared  policy  of  the  Agricultural 
Marketing  Agreement  Act  of  1937  by  re¬ 
storing  and  maintaining  orderly  market¬ 
ing  conditions  for  all  milk  produced  for 
sale  within  the  designated  area  and 
assure  an  adequate  and  dependable  sup- 
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ply  of  pure  and  wholesome  mUk  to 

an  order  will  provide  for: 
predetermined  and  dependable 

ihod  for  establishing  prices  to  pro- 
J:“rs  at  levels  contemplated  under  the 
J^cultural  Marketing  Agreement  Act, 

**(b?*Th?' establishment  of  uniform 
nricing  to  all  handlers  for  milk  received 
from  producers  according  to  a  classified 
pricing  plan  based  upon  the  utilization 

of  the  milk; 

(c)  An  impartial  audit  made  of  han¬ 
dlers’  records  of  receipts  and  utilization 
to^urther  insure  uniform  prices  for  milk 

'^X^^means  for  assuring  accurate 
weights  and  tests  of  milk ; 

(e)  Uniform  returns  to  producers  sup¬ 
plying  the  market  and  an  equitable 
sirring  by  all  producers  of  the  lower 
returns  from  the  sale  of  the  necessary 

reserve  supply;  and 

(f)  Marketwide  information  for  pro- 
Jucers,  handlers  and  consumers  on  re¬ 
ceipts,  sales  and  other  data  relating  to 
iniikmal-keting  in  the  area. 

(3)  (a)  Scope  of  regulation.  It  is 
necessary  to  designate  clearly  what  milk 
and  what  persons  would  be  subject  to 
toe  various  provisions  of  the  order.  This 
can  best  be  done  by  providing  definitions 
which  set  forth  the  categories  of  persons, 
plants  and  milk  products  for  purposes 
of  classification  of  milk  and  of  appli¬ 
cation  of  other  provisions  of  the  order. 

Marketing  area.  The  Ohio  Valley  mar¬ 
keting  area  should  include  all  the  ter¬ 
ritory  within  Crawford,  Dubois,  Gibson, 
Perry,  Pike,  Posey,  Spencer,  Vander¬ 
burgh  and  Warrick  Counties,  all  in  the 
State  of  Indiana;  and  Breckinridge, 
Daviess,  Grayson,  Hancock,  Henderson, 
Hopkins,  McLean,  Muhlenberg,  Ohio, 
Union,  and  Webster  Counties,  all  in  the 
State  of  Kentucky.  This  definition  is 
Intended  to  include  all  municipal  cor¬ 
porations  and  Federal  and  State  institu¬ 
tions,  facilities  or  installations  lying 
wholly  or  partly  within  the  described 
area. 

The  Ohio  Valley  Milk  Producers  Asso¬ 
ciation  proposed  a  marketing  area  con¬ 
sisting  of  the  counties  of  Posey,  Vander¬ 
burgh,  Warrick  and  Spencer  in  Indiana 
and  Henderson,  Daviess  and  Hancock  in 
Kentucky.  These  seven  counties  are 
relatively  densely  populated  and  encom¬ 
pass  the  major  population  centers  along 
this  segment  of  the  Ohio  River,  including 
Evansville,  Indiana  (population  137,000) 
and  Henderson  (population  20,000)  and 
Owensboro  (population  50,000),  Ken¬ 
tucky.  Certain  handlers  with  plants 
located  outside  the  seven-county  area 
supported  a  marketing  area  restricted  to 
these  three  cities.  Other  proposals  con¬ 
sidered  at  the  hearing  would  include 
Butler  and  Edmonson  Counties,  Ken¬ 
tucky  and  Orange  County,  Indiana  in 
addition  to  the  20  counties  recommended 
herein. 

More  than  75  percent  of  the  fluid  milk 
requirements  for  the’  seven-county  area 
proposed  by  the  association  is  supplied 
from  six  milk  distributing  plants  located 
In  Evansville  and  Owensboro.  These 
plants  are  furnished  a  full  supply  of  milk 
by  the  association  and  they  represent  the 
principal  outlet  for  milk  of  the  more 
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than  750  producers  who  are  members  of 
the  association.  The  association  also 
supplies  the  requirements  of  a  bottling 
plant  located  in  Russellville,  Kentucky. 
This  plant  furnishes  its  entire  output  of 
fluid  milk  to  an  army  installation  located 
near  the  Kentucky-Tennessee  border 
outside  the  recommended  20-county 
marketing  area. 

It  would  not  be  administratively  feasi¬ 
ble  to  segregate  deliveries  of  fluid  milk 
products  made  within  the  marketing 
area  in  the  case  of  municipalities  or  in¬ 
stitutions  and  installations  which  are 
partly  within  and  partly  outside  the  des¬ 
ignated  marketing  area.  Therefore,  any 
such  municipalities,  institutions  or  in¬ 
stallations  located  partly  outside  the 
marketing  area  are  included,  in  their  en¬ 
tirety,  within  the  marketing  area  as 
herein  defined. 

All  fix  of  the  Evansville-Owensboro 
distributing  plants  and  a  plant  located  at 
Henderson,  Kentucky,  dispose  of  fluid 
milk  outside  of  the  seven-county  area. 
These  outside  sales  range  from  3  to  16 
percent  of  the  total  sales  at  five  plants 
and  are  24  and  65  percent,  respectively, 
at  the  other  two  plants.  The  outside 
sales  of  the  first  of  these  latter  two 
plants,  located  in  Evansville,  are  con¬ 
fined  primarily  to  Gibson  County  and 
the  other  plant,  located  in  Owensboro, 
distributes  milk  in  most  of  the  Kentucky 
counties  included  in  the  20-county  mar¬ 
keting  area  and  in  additional  Kentucky 
and  Tennessee  counties.  Another  Evans¬ 
ville  plant  with  16  percent  of  its  sales 
outside  the  seven-countv  area  serves  a 
number  of  Indiana  and  Illinois  coimties. 

Substantial  competition  in  the  sale  of 
fluid  milk  products  by  Evansville-Owens¬ 
boro  handlers  is  encountered  from  sales 
by  a  plant  located  in  Holland  (Dubois 
County),  Indiana.  Approximately  17 
percent  of  the  sales  from  this  plant  is 
made  in  Vanderburg  County  in  which 
Evansville  is  located  and  more  than  31 
percent  in  the  seven-county  area.  This 
plant  disposes  of  milk  in  18  of  the  20 
counties  in  the  recommended  marketing 
area  and  in  20  additional  counties  in  In¬ 
diana  and  Kentucky. 

A  distributing  plant  located  in  Vin¬ 
cennes  (Knox  Coimty),  Indiana,  sells 
about  six  percent  of  its  total  sales  in  the 
seven-county  area.  This  plant  receives 
milk  from  124  producers  and  distributes 
fluid  milk  products  in  36  Indiana  and 
Illinois  counties.  Nine  of  these  counties 
in  Indiana  are  included  in  the  recom¬ 
mended  marketing  area  because  of  sub¬ 
stantial  sales  by  plants  located  at  Evans¬ 
ville,  Huntingburg  and  Holland  which 
would  be  subject  to  full  regulation.  Sales 
in  these  nine  counties  represent  slightly 
less  than  25  percent  of  the  distribution 
from  the  Vincennes  plant.  Sales  in  Illi¬ 
nois  represent  more  than  30  percent  of 
the  total  fluid  sales  of  this  plant  and  the 
remaining  45  percent  is  sold  in  areas 
outside  the  20-coxmty  area  in  Indiana. 

A  distributing  plant  located  in  Hunt¬ 
ingburg  (Dubois  County),  Indiana,  dis¬ 
poses  of  approximately  30  percent  of  its 
total  fluid  sales  in  the  seven-county  area 
and  approximately  95  percent  of  such 
sales  in  the  recommended  20-county 
marketing  area.  Outside  the  seven- 
county -area  such  sales  are  made  pri¬ 


marily  in  competition  with  sales  from 
the  Holland  and  Vincennes  plants. 

Two  handlers,  whose  plants  are  lo¬ 
cated  outside  the  marketing  area  and 
would  be  partially  regulated,  filed  ex¬ 
ceptions  to  including  Gibson  and  Pike 
Counties,  Indiana,  in  the  marketing  area. 
The  total  fluid  milk  sales  in  each  of 
these  counties  is  about  evenly  divided  be¬ 
tween  handlers  to  be  fully  regulated  and 
handlers  to  be  partially  regulated. 
Omission  of  these  counties  from  the 
marketing  area  would  eliminate  partial 
regulation  of  one  handler.  Although  two 
of  the  handlers  to  be  fully  regulated  have 
a  relatively  small  share  of  the  total  fluid 
milk  distributed  in  Gibson  and  Pike 
Counties,  the  volume  of  such  hanjjlers’ 
fluid  sales  in  these  counties  accounts  for 
a  substantial  part  of  their  total  fluid  milk 
business.  Approximately  15  percent  of 
the  total  fluid  milk  distributed  from  the 
plant  of  one  of  these  handlers  is  disposed 
of  in  Pike  County  and  2  percent  in  Gib¬ 
son  County.  Approximately  24  percent 
of  the  total  fluid  milk  distributed  from 
the  plant  of  the  other  handler  is  dis¬ 
tributed  in  Gibson  County. 

If  Gibson  and  Pike  Counties  were  not 
included  in  the  marketing  area,  a  num¬ 
ber  of  fully  -regulated  handlers  would 
be  subjected  to  a  competitive  disadvan¬ 
tage  in  the  procurement  of  milk  for  sale 
in  territory  in  which  there  is  extensive 
competition  with  unregulated  milk,  and 
two  of  these  handlers  would  be  at  a  com¬ 
petitive  disadvantage  with  respect  to  a 
significant  part  of  their  total  milk  fluid 
sales.  Including  these  two  counties  in 
the  marketing  area  will  not  subject  to 
full  regulation,  handlers  whose  primary 
sales  area  is  outside  the  marketing  area. 
Gibson  and  Pike  Counties  should  be  in¬ 
cluded  in  the  marketing  area,  therefore, 
to  reduce  to  a  minimiun  the  out-of-area 
sales  of  fully  regulated  handlers  without 
subjecting  additional  plants  to  full 
regulation.  One  of  the  excepting  han¬ 
dlers  based  his  exceptions  to  including 
Pike  and  Gibson  Counties  in  the  market¬ 
ing  area  primarily  on  the  ground  that 
his  plant  would  be  subject  to  full  regula¬ 
tion  if  they  were  included.  'This  conclu¬ 
sion  apparently  was  reached  on  a  mis¬ 
interpretation  of  the  pool  plant  defini¬ 
tion.  Pool  plant  status  is  to  be  based  on 
fluid  milk  sales  on  routes  in  the  market¬ 
ing  area  in  relationship  to  receipts  of 
Grade  A  milk  from  dairy  fan^rs  and 
other  plants,  rather  than  solely  on  re¬ 
ceipts  from  dairy  farmers  as  assumed  by 
this  handler. 

The  Western  Kentucky  Cooperative 
Milk  Producers  Association,  representing 
65  of  the  85  milk  producers  who  supply 
a  distributing  plant  located  at  Madison- 
ville,  Kentucky,  proposed  that  Hopkins 
County,  Kentucky  be  added  to  the  seven 
coimties  proposed  by  the  Ohio  Valley 
Milk  Producers  Association.  They  also 
supported  the  inclusion  of  Muhlenburg 
County,  Kentucky  in  the  marketing  area. 
Hopkins  County  is  a  relatively  densely 
populated  area  (approximately  41,000) 
and  there  is  a  community  of  competition 
for  Class  I  sales  among  the  local  dis¬ 
tributing  plants  supplied  by  these  pro¬ 
ducers,  the  plants  located  in  Henderson, 
Owensboro,  Evansville  and  Holland  and 
a  plant  located  in  Princeton,  Caldwell 
County,  Kentucky.  The  sales  area  of 
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the  Madisonville  plant  is  primarily  the 
counties  of  Hopkins,  Muhlenburg,  Web¬ 
ster,  Union  and  Ohio  in  Kentucky.  The 
plant  at  Princeton  competes  for  sales 
throughout  this  same  area  and  has  sub¬ 
stantial  sales  in  six  additional  Kentucky 
counties  located  outside  the  proposed 
marketing  area.  Although  these  sales 
represent  between  65  and  70  percent  of 
the  fluid  distribution  from  the  Princeton 
plant,  such  sales  are  made  primarily  in 
competition  with  handlers  who  would  be 
subject  to  full  regulation  imder  the  pro¬ 
posed  order  or  handlers  who  are  subject 
to  regulation  under  the  nearby  Paducah, 
Kentucky  order.  The  Princeton  plant 
disposes  of  approximately  10  percent  of 
its  jotal  sales  in  the  Paducah  marketing 
area  and  presently  is  subject  to  partial 
regulation  imder  that  order. 

Butler  and  Edmonson  Counties,  Ken¬ 
tucky  should  be  omitted  from  the 
marketing  area.  They  are  located  on 
the  southern  edge  of  the  sales  area  of 
two  handlers  who  would  be  regulated 
by  the  order.  Only  a  small  proportion 
of  the  total,  sales  of  such  handlers  is 
made  in  these  counties.  Butler  and  Ed¬ 
monson  Counties  are  in  the  primary  sales 
areas  of  two  milk  distributors  whose 
plants  are  located  to  the  south  in  Bowl¬ 
ing  Green,  Kentucky.  The  exclusion  of 
these  two  counties  from  the  marketing 
area  will  not  disrupt  the  orderly  market¬ 
ing  of  milk  in  the  proposed  marketing 
area  and  will  afford  a  practical  basis  for 
separating  the  Ohio  Valley  marketing 
area  from  markets  to  the  south  of  it. 
Likewise,  the  omission  of  Orange  County, 
Indiana  from  the  marketing  area  affords 
a  practical  basis  for  differentiating  the 
Ohio  Valley  area  from  the  area  served 
by  distributors  primarily  associated  with 
other  Indiana  markets  to  the  north. 

The  defined  marketing  area  comprises 
the  territory  in  which  between  80  and  90 
percent  of  the  fluid  milk  handled  by  all 
distributors  who  would  be  subject  to  full 
regulation  is  marketed.  Two  handlers, 
one  of  which  operates  two  plants,  dis¬ 
pose  of  milk  in  18  of  the  20  counties  in¬ 
cluded  in  the  marketing  area. 

The  recommended  marketing  area,  in 
conjunction  with  other  definitions  pro¬ 
vide  herein,  would  result  in  full  regula¬ 
tion  of  18  handlers  whose  plants  are 
located  in  the  marketing  area.  Nine 
handlers  whose  plants  are  located  out¬ 
side  the  marketing  area  would  be 
partially  regulated  as  a  result  of  distri¬ 
bution  of  fluid  milk  products  in  the 
marketing  area.  Two  handlers  regulated 
by  another  Federal  order  and  two  pro¬ 
ducer-handlers  also  distribute  fluid  milk 
products  in  the  area. 

The  health  regulations  applicable  to 
the  production  and  handling  of  fluid 
milk  are  similar  throughout  the  20- 
county  area.  In  both  the  States  of  In¬ 
diana  and  Kentucky,  State  health  reg¬ 
ulations  have  been  established  adopting 
the  standards  of  the  Milk  Ordinance  and 
Code  of  1953  of  the  U.S.  Public  Health 
Service,  Publication  No.  229.  These 
State  regulations  provide  a  minimum 
standard  which  may  be,  but  seldom  is, 
modified  by  more  rigid  requirements  of 
local  health  authorities.  The  two  States, 
as  well  as  local  health  authorities,  work 
in  close  cooperation  with  respect  to  the 
inspection  of  dairy  farms  and  the  ap¬ 


proval  of  plants  for  distribution  of  fluid 
milk  in  the  proposed  marketing  area. 
The  degree  of  similarity  of  minimum 
health  standards  and  the  reciprocity  of 
approval  practiced  throughout  the  pro¬ 
posed  marketing  area  justifies  the  uni¬ 
form  application  of  the  order  to  all 
producer  milk. 

Several  additional  counties  in  Indiana, 
Kentucky,  Tennessee  and  Illinois  in¬ 
cluded  in  the  original  proposals  of  milk 
distributors  were  denied  for  inclusion 
in  the  notice  of  hearing.  It  is  neither 
administratively  feasible  nor  necessary 
to  include  within  the  marketing  area  all 
the  territory  in  which  handlers  may  be 
distributing  any  portion  of  their  sales 
of  fluid  milk  products.  In  fact,  it  would 
be  impractical,  if  not  impossible,  to  de¬ 
fine  a  territory  in  which  there  would  not 
be  some  competition  with  unregulated 
distributors.  The  20-county  area  pre¬ 
scribed  herein  together  with  other  defi¬ 
nitions  reduce  to  a  minimum  the  out- 
of-area  sales  of  fully  regulated  handlers 
without  subjecting  plants  to  full  regu¬ 
lation  which  are  not  primarily  associ¬ 
ated  with  the  Ohio  Valley  area  and  which 
sell  the  major  volume  of  their  fluid  sales 
in  other  markets.  An  order  for  the  20- 
county  marketing  area  is  feasible  and 
reasonable.  Experience  and  data  on 
sales  in  and  outside  of  the  recommended 
marketing  area  assembled  under  an  or¬ 
der  will  assist  in  evaluating  any  new 
developments  or  changes  in  conditions 
which  may  indicate  a  need  for  expand¬ 
ing  the  marketing  area.  If  such  a  need 
exists,  a  hearing  may  be  held  and  the 
order  changed  by  usual  amendment 
procedure. 

Plants.  The  minimum  class  prices  of 
the  order  and  the  pooling  of  the  pro¬ 
ceeds  for  milk  should  apply  to  that  milk 
eligible  for  distribution  as  Grade  milk 
in  the  marketing  area  which  is  received 
from  dairy  farmers  at  plants  with  sig¬ 
nificant  sales  of  fluid  milk  products  to 
consumers  on  retail  and  wholesale  routes 
in  the  marketing  area.  Accordingly, 
such  plants  should  be  defined  as  “pool 
plants”,  the  dairy  farmers  supplying 
such  milk  as  “producers”,  and  such  milk 
should  be  defined  as  “producer  milk”. 

A  “pool  plant”  should  be  any  milk 
plant  from  which  the  total  fluid  milk 
products  disposed  of  on  routes  (inside  or 
outside  the  marketing  area)  are  not  less 
than  50  percent  of  the  Grade  A  milk  re¬ 
ceived  at  such  plant  from  dairy  farmers 
and  from  other  plants  during  the  month 
and  from  which  25  percent  or  more  of 
such  receipts  is  disposed  of  as  fluid  milk 
products  in  the  marketing  area  on  retail 
or  wholesale  routes.  The  definition  of  a 
pool  plant  also  should  include  any  milk 
plant  which  receives  Grade  A  milk  from 
dairy  farmers  and  from  which  fluid  milk 
products  equal  to  not  less  than  50  percent 
of  such  receipts  during  the  month  are 
moved  to  a  distributing-type  plant  (de¬ 
scribed  above).  If  such  shipments  are 
not  less  than  50  percent  of  such  re¬ 
ceipts  at  such  plant  during  the  months 
of  September  through  December,  pro¬ 
vision  should  be  made  to  continue  the 
pool  plant  status  of  such  plant  during 
the  following  months  of  January  through 
August,  unless  the  operator  of  such  plant 
makes  prior  written  application  for  non¬ 
pool  status  to  the  market  administrator. 


As  recommended  hereinafter  a 
marketwide  pooling  of  the  proSu? 
Grade  A  milk  received  from  daSyfa 
ers  at  pool  plants  is  considered 
to  promote  efficient  and  orderly  oS* 
ing  of  milk  in  this  area.  The  estS" 
ment  of  reasonable  Performance^^ 
ards  for  pool  plants  is  essential  t^' 
proper  functioning  of  the  marketi»5j 

Milk  is  disposed  of  for  fluid  consumrL 
tion  in  the  marketing  area  fromoE 
having  various  degrees  of  relational 
the  market  ranging  from  exclusive  S 
temporary,  or  incidental,  service  to 
market.  Pool  status  should  not  be  iT 
corded  to  plants  not  meeting  a  reason' 
able  standard  of  substantial  and  rSi 
service  to  the  market.  ^ 

Performance  standards  should  be  such 
that  any  plant  which  has  a  substanS 
function  in  supplying  milk  for  fluid  con. 
sumption  to  this  market  may  pool  Hi 
sales  and  the  dairy  farmers  supplyim 
such  milk  may  share  in  the  marketeWi 
equilization.  Plants  only  temporarUy  or 
incidentally  associated  with  the  market, 
on  the  other  hand,  should  not  be  ^ 
mitted  or  required  to  equalize  their  sala 
with  other  plants  in  the  market  and 
should  not  be  subject  to  full  regulattot. 
If  a  milk  plant  were  to  be  permitted  to 
share  on  a  pro  rata  basis  the  Claai 
utilization  of  the  entire  market  without 
being  genuinely  associated  with  the  mar¬ 
ket  then  the  differential  paid  by  usm  of 
the  Class  I  milk  could  be  dissipated  with¬ 
out  accomplishing  its  intended  purpon. 
If  a  plant  were  to  be  pooled  and  fully 
regulated  merely  by  making  a  tdcen 
shipment  of  milk  or  cream  for  sale  u 
Class  I  milk  then  any  milk  plant  selli^i 
smaller  share  of  its  milk  in  Class  I  thin 
the  average  for  all  pool  plants  might 
make  such  sales  in  order  to  receive 
equalization  payments  from  the  pod 
The  only  other  qualification  such  a  plad 
would  be  required  to  meet  would  be  ap¬ 
proval  by  a  recognized  health  authortty 
as  a  supplier  of  Grade  A  milk. 

Reserve  milk  is  an  essential  part  o( 
any  fluid  milk  operation.  There  alwayi 
will  be  some  excess  milk  at  plants  en 
gaged  primarily  in  supplying  other  mar 
kets  and  this  will  be  particularly  true  in 
the  months  of  flush  production  Such 
plants  and  other  plants  engaged  in  sub¬ 
stantial  manufacturing  operations  might 
make  token  sales,  or  supply  milk  on  in 
opportunity  basis,  to  regulated  plant* 
w'hen  supplies  may  be  short  primarily  to 
participate  in  the  marketwide  pool 
Such  plants  do  not  represent  dependaW* 
sources  of  milk  for  consumers  in  the 
marketing  area,  A  distributing-type 
plant  from  which  less  than  50  i^rcentd 
its  Grade  A  milk  receipts  is  distribute! 
on  wholesale  and  retail  routes  as  C!la« 
I  milk  is  not  considerec'  as  being  primii- 
ily  in  the  business  of  fluid  milk  distribu¬ 
tion  and  the  pooling  of  milk  of  sud 
plant  would  dissipate  the  marketww 
proceeds  from  the  sale  of  Class  I 

A  distributing  plant  from  which  15 
percent  or  more  of  its  Grade  A  receipt* 
is  distributed  in  the  form  of  fluid  ^ 
products  outside  the  marketing  areal* 
not  substantially  and  sufficiently  asso¬ 
ciated  with  the  Ohio  Valley  market  to 
be  subject  to  full  regulation  and  partic* 
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In  the  marketwide  pool.  The  ma- 
Sf  oo^on  of  the  fluid  milk  business  at 

rh  a  plant  is  in  areas  where  the  com- 
Son  for  fluid  sales  is  primarUy  from 
Kr  unregulated  plants  or  from  plants 
Sated  under  other  orders.  The  full 
Station  of  such  plants  could  place 
Si  at  a  competitive  disadvantage  in 
Sving  other  areas  with  which  they 
S?K^closely  associated. 

To  redtfce  the  territory  from  that  rec- 
nmmended  fw  inclusion  in  the  market- 
S^rea  and  to  provide  full  regulation  of 
Sants  with  less  than  25  percent  of  their 
flSSpts  distributed  in  the  marketing 
Sa  would  not  be  feasible  in  this  mar- 
w  As  previously  shown,  a  reduction  in 
the  si^e  ^h®  marketing  area  would  ex¬ 
pose  an  unreasonable  portion  of  the  to¬ 
tal  fluid  milk  sales  from  regulated  plants 
to  competition  from  unregulated  milk. 
The  adoption  of  a  standard  of  less  than 
j5  percent  under  the  present  relatively 
wide  distribution  patterns  of  most  dis¬ 
tributing  plants  in  this  general  area 
would  unduly  and  unnecessarily  extend 
the  scope  of  the  regulation.  To  increase 
the  minimum  fluid  sales  requirements 
within  the  marketing  area  as  a  means  of 
reducing  the  scope  of  regulation  would 
excuse  from  the  regulation  plants  which 
have  substantial  sales  in  the  market  and 
thus  an  important  influence  on  the  re¬ 
turns  to  all  dairy  farmers  who  serve  as 
the  regular  source  of  supply  for  this 
market. 

Distributing  plants  serving  the  Ohio 
Valley  marketing  area  in  large  measure 
are  supplied  mil^  directly  from  dairy 
iarms.  However,  at  times  certain  plants 
are  supplemented  with  milk  from  receiv¬ 
ing  stations  or  supply  plants.  A  supply 
plant  moving  50  percent  or  more  of  the 
monthly  receipts  of  milk  from  dairy 
farmers  to  distributing-type  pool  plants 
will  identify  any  plant  which  is  sub¬ 
stantially  associated  with  and  whose  pri- 
,mary  function  is  to  supply  this  market. 
The  greatest  need  for  milk  from  supply 
plant  sources  is  during  the  period  Sep¬ 
tember  through  December — the  months 
of  lowest  production.  The  months  of 
September  through  December,  therefore, 
Aould  constitute  the  qualifying  months 
for  supply-type  plants  to  be  eligible  for 
continuous  pooling  throughout  the  year. 

During  the  months  of  January  through 
August  supplies  of  milk  received  at  dis- 
,  trlbutlng  plants  directly  from  producers 
may  be  suflflcient  to  supply  most  of  the 
reQUlrements  for  Class  I  milk  in  this 
market.  It  would  be  more  economical  to 
leave  the  more  distant  reserve  milk  at 
country  supply  plants  for  manufacturing 
or  for  movement  directly  to  manufactur¬ 
ing  outlets.  Performance  standards 
ihould  not  force  milk  to  be  transported 
to  distributing  plants  in  the  months  of 
•easonally  high  production  for  the  pur¬ 
pose  of  maintaining  eligibility  for  pool¬ 
ing.  Any  supply  plant  which  meets  the 
pooling  requirements  during  September 
through  December,  therefore,  should  be 
*  pool  plant  in  each  of  the  succeeding 
^nths  of  January  through  August  im- 
w  the  handler  files  a  written  request 
lOT  nonpool  status  with  the  market  ad- 
®inistrator  by  the  date  on  which  the 
handler  is  required  to  file  his  monthly 
report  in  January. 

No.  210 - 5 


The  proposed  pool  plant  definition  in 
conjunction  with  the  marketing  area, 
hereinbefore  defined,  will  regulate  those 
plants  and  the  milk  of  those  dairy  farm¬ 
ers  who  have  an  essential  and  substantial 
role  in  supplying  consumers  of  this  area 
with  an  adequate  and  dependable  supply 
of  fluid  milk. 

Any  plant,  regardless  of  its  location, 
will  have  equal  opportunity  to  comply 
with  the  standards  and  have  its  pro¬ 
ducers  share  proportionately  in  the  total 
Class  I  sales  for  the  market  through  the 
marketwide  pool.  Whether  or  not  plants 
and  dairy  farmers  become  associated 
with  the  pool  will  depend  on  the  eco¬ 
nomic  considerations  with  which  they 
are  confronted  such  as  prices,  transpor¬ 
tation  costs  and  alternative  outlets. 

Some  fluid  milk  products  are  disposed 
of  in  the  marketing  area  from  plants 
which  are  fully  subject  to  the  classifica¬ 
tion,  pricing  and  pooling  provisions  of 
other  Federal  orders.  It  is  not  necessary 
to  extend  full  regulation  imder  this  order 
to  such  plants  which  dispose  of  a  major 
portion  of  their  receipts  in  another  regu¬ 
lated  marketing  area.  To  do  so  would 
subject  such  plants  to  duplicate  regula¬ 
tion.  Provision  should  be  made,  there¬ 
fore,  to  exempt  such  plants  from  regula¬ 
tion  imder  this  order.  Such  plants, 
however,  should  be  required  to  file  reports 
of  their  receipts  and  utilization  of  milk 
to  the  market  administrator  in  such 
manner  as  the  market  administrator 
may  require  and  allow  verification  of  the 
reports  by  him. 

To  distinguish  different  categories  of 
plants  and  to  facilitate  formulating 
other  order  provisions,  definitions  of 
“fluid  milk  plant”  and  “nonpool  plant” 
should  be  provided.  A  “fluid  milk  plant” 
should  be  defined  so  as  to  include  pool 
plants  as  well  as  other  plants  that  are 
not  pool  plants  but  from  which  fluid  milk 
products  are  disposed  of  in  the  market¬ 
ing  area.  A  “nonpool  plant”  should  be 
defined  to  refer. to  any  milk  plant  en¬ 
gaged  in  receiving,  processing,  tattling  or 
manufacturing  milk,  other  than  a  pool 
plant. 

The  term  “route”  should  be  defined  to 
distinguish  between  the  various  methods 
Of  disposition  of  fluid  milk  products. 
This  definition  is  necessary  to  facilitate 
the  application  of  other  order  provisions. 
The  term  route  should  refer  to  the 
method  by  which  fluid  milk  products  are 
distributed  to  wholesale  and  retail  cus¬ 
tomers.  It  should  not  apply  to  the  dis¬ 
position  of  fluid  milk  products  from  a 
fluid  milk  plant  to  plants  in  which  fluid 
milk  products  are  processed;  to  a  milk 
manufacturing  plant;  to  distribution 
points;  or  to  food  processing  plants,  ex¬ 
cept  for  consumption  on  the  premises. 

Handler.  The  term  “handler”  should 
be  defined  to  include  the  operator  of  a 
fluid  milk  plant  and  a  qualified  coopera¬ 
tive  association  with  respect  to  milk  of 
producer-members  which  it  causes  to  be 
diverted  from  a  pool  plant  to  a  nonpool 
plant  for  the  account  of  the  association. 

The  term  “handler”  is  used  essentially 
to  identify  those  persons  who  are  respon¬ 
sible  for  reporting  their  receipts  and 
utilization  of  milk  and  on  whom  financial 
obligations  are  imposed  by  the  order. 
Reports  from  the  operator  of  all  fluid 


milk  plants  are  necessary  to  determine 
their  status  as  pool  or  nonpool  plants 
and  to  compute  their  obligations  either 
as  fully  regulated  pool  plants  or  as 
partially  regulated  fluid  milk  plants. 
Efficient  marketing  of  milk  will  be  pro¬ 
moted  in  this  market  by  providing  a 
means  for  cooperative  associations  to  di¬ 
vert  milk  not  needed  by  pool  plants  to 
nonpool  plants  and  assume  the  responsi¬ 
bility  for  the  accounting  and  pooling  of 
such  milk. 

Producer -handler.  The  term  “pro¬ 
ducer-handler”  should  include  a  person 
who  operates  a  dairy  farm  and  a  fluid 
milk  plant  and  who  during  the  month  re¬ 
ceives  no  fluid  milk  products  from  other 
dairy  farmers  or  a  nonpool  plant. 

There  are  relatively  few  producer- 
handlers  in  the  Ohio  Valley  area.  Their 
enterprises  are  relatively  small  and  they 
engage  in  family-tsrpe  operations.  Their 
sales  of  milk  represent  a  minute  propor¬ 
tion  of  the  fluid  milk  sales  in  the  area. 
The  sales  of  milk  by  producer-handlers 
have  not  had  a  disrupting  effect  on  the 
orderly  marketing  of  milk  in  this  area. 
Accordingly,  it  is  not  necessary  to  sub¬ 
ject  their  milk  to  full  regulation  to 
achieve  the  declared  purpose  of  the  Act. 

The  exemption  from  pricing  and  pool¬ 
ing  of  the  family-type  of  operation 
should  be  safeguarded,  however,  to  pre¬ 
vent  other  operations  from  masquerad¬ 
ing  as  producer-handlers  and  abusing 
the  exemption  to  the  detriment  of  the 
market  and  the  effectiveness  of  the  order. 
It  is  necessary,  therefore,  to  provide  that 
to  maintain  producer-handler  status  the 
maintenance,  care  and  management  of 
the  dairy  animals  and  other  resources 
necessary  to  produce  milk  and  the  pro¬ 
cessing,  packaging  and  distribution  of 
the  milk  shall  be  the  personal  risk  of 
the  person  involved.  The  term  pro-' 
ducer-handler  is  not  intended  to  include 
any  person  who  does  not  accept  responsi¬ 
bility  and  risk  for  the  operation  of  the 
plant  in  which  the  milk  of  his  own  pro¬ 
duction  is  processed  and  bottled  for  sale. 
There  is  no  practical  distinction  in 
function  between  a  plant  where  milk  may 
be  “custom  bottled”  for  a  dairy  farmer 
and  the  plants  of  handlers  who  buy  milk 
from  producers.  The  activities  of  the 
dairy  farmer  in  distributing  milk  “cus¬ 
tom  bottled”  compares  to  that  of  the 
“vendor”  or  “sub-dealer”  who  buys  fluid 
milk  products  in  packaged  form  from  a 
regulated  handler  for  distribution  to 
consumers. 

The  producer-handler  should  be  re¬ 
quired  to  make  reports  of  his  receipts 
and  utilization  as  the  market  adminis¬ 
trator  deems  necessary  to  verify  the  con¬ 
tinuing  status  of  such  person  and  to 
facilitate  accounting  and  vertifleation  of 
transactions  which  may  involve  other 
handlers. 

Producer.  The  term  “producer” 
should  be  defined  to  include  those  dairy^ 
farmers  who  produce  milk  on  farms  ap¬ 
proved  by  the  responsible  health  authori¬ 
ties  for  the  production  of  milk  for  dis¬ 
position  as  Grade  A  milk  to  consumers 
and  which  is  received  at  a  pool  plant  (in¬ 
cluding  milk  diverted  as  provided 
herein) . 

The  Intent  of  the  order  is  to  price  and 
pool  that  milk  of  dairy  farmers  which 
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is  eligible  for  fluid  disposition  and  which 
is  received  by  fluid  milk  plants  which 
qualify  as  pool  plants. 

Plants  distributing  milk  labeled  as 
Grade  A  milk  are  required  by  the  vari¬ 
ous  health  authorities  having  Jurisdic¬ 
tion  in  the  marketing  area  to  obtain 
such  milk  from  dairy  farmers  holding 
farm  permits' or  who  have  been  certified 
by  such  health  authorities  as  sources  of 
milk  for  Grade  A  distribution.  Recipro¬ 
cal  approval  is  recognized  by  the  various 
health  authorities  throughout  the  mar¬ 
keting  area.  Health  department  accept¬ 
ability  and  delivery  of  milk  at  a  pool 
plant  are  resisonable  criteria  for  distin¬ 
guishing  the  producers  of  milk  which  is 
to  be  priced  and  pooled  iinder  the  order 
from  other  dairy  farmers.  For  reasons 
stated  later  in  this  decision,  producer- 
handlers  should  not  be  considered  as 
producers  under  the  order.  In  order  to 
preclude  duplicate  regulation  of  milk, 
provision  should  be  made  also  for  ex¬ 
cluding  as  producers  persons  whose  milk 
is  received  at  a  pool  plant  if  such  milk 
is  diverted  under  smother  order  and  is 
subject  to  the  pricing  and  payment  pro¬ 
visions  of  such  other  order. 

Producer  milk.  The  term  “producer 
milk”  should  be  defined  to  include  the 
skim  milk  and  butterfat  which  is  con¬ 
tained  in  approved  milk  produced  by 
persons  qualifying  as  producers  and 
which  is  received  at  a  pool  plant  directly 
from  such  producers’  farms  (including 
mi&  diverted  to  other  plants  under  cer¬ 
tain  specified  conditions).  The  term  is 
intended  to  include  that  milk  approved 
for  fluid  disposition  which  is  to  be  priced 
and  pooled  under  the  order.  A  defini¬ 
tion  of  such  milk  provides  a  convenient 
reference  for  use  in  construction  of  other 
order  provisions. 

Milk  which  is  diverted  at  the  pro¬ 
ducers’  farm  from  the  pool  plant  where 
previously  received  to  another  pool  plant 
or  to  a  nonpool  plant  should  be  consid¬ 
ered  as  producer  milk  and  retained  in 
the  pool  even  though  it  is  not  received 
at  a  pool  plant.  Diversion  of  milk  will 
promote  efficiency  in  the  marketing  of 
milk  temporarily  not  needed  in  the  pool 
plant  since  it  is  frequently  possible  for 
such  reserve  milk  to  be  hauled  directly 
from  the  farm  to  another  pool  plant  or 
to  a  nonpool  plant  for  disposition.  Most 
commonly  these  movements  occur  dur¬ 
ing  the  months  of  flush  production. 

The  marketing  program  of  the  Ohio 
Valley  Milk  Producers  Association,  as 
previously  discussed,  provides  for  the  al¬ 
location  of  milk  to  handlere  in  accord¬ 
ance  with  their  needs  and  the  supplying 
of  such  needs  to  the  extent  available 
from  the  closest  sources  of  direct 
shipped  milk.  Production  of  producers 
located  in  the  southern  portion  of  the 
milkshed  is  used  as  a  “balance  wheel” 
for  fulfilling  the  full  supply  requirements 
when  needed.  Therefore,  during  the 
months  of  seasonally  high  production 
the  most  efficient  means  of  supplying  the 
market  requirements  may  be  achieved  by 
continuously  diverting  the  milk  of  such 
producers. 

Diversions  of  milk  may  be  necessary 
also  during  the  months  of  low  production 
to  accommodate  temporary  milk  ex¬ 
cesses  during  holiday  periods  or  on 
W’eekends.  Producer  associations  which 


are  responsible  for  marketing  the  milk 
of  its  members,  therefore,  must  be  in  a 
position  to  divert  the  members’  milk 
throughout  the  year. 

The  diversion  provisions  should  not 
encourage  an  excessive  sunount  of  milk 
to  be  associated  with  the  pool.  Accord¬ 
ingly,  the  operator  of  a  pool  plant  should 
not  be  permitted  to  divert  milk  to  a 
nonpool  plant  for  more  than  one-half  of 
the  days  of  delivery  during  any  month 
and  a  cooperative  association  should  be 
subject  to  the  same  limitations  except 
during  the  months  of  highest  produc¬ 
tion  (April  through  July) .  More  liberal 
diversion  provisions  to  cooperative  as¬ 
sociations  are  needed  to  expedite  the  or¬ 
derly  disposition  of  the  seasonal  reserve 
supply. 

Other  source  milk.  The  term  “other 
source  milk”  should  be  defined  as  all 
skim  milk  and  butterfat  utilized  by  a 
handler  in  his  operations  during  the 
month,  except  fluid  milk  products  re¬ 
ceived  from  pool  plants,  inventory  of 
fluid  milk  products  at  the  beginning  of 
the  month  and  current  receipts  of  pro¬ 
ducer  milk.  The  term  thus  defined  in¬ 
cludes  all  skim  milk  and  butterfat  in 
products  other  than  fluid  milk  products 
from  any  source,  including  those  pro¬ 
duced  at  the  handler’s  plant  which  are 
reprocessed,  repackaged,  or  converted  to 
other  products  during  the  month.  De¬ 
fining  other  source  milk  in  this  manner 
will:  (1)  Provide  a  general  category  of 
milk  at  pool  plants  which  is  not  subject 
to  pricing  and  pooling  during  the  current 
month,  (2)  insure  uniformity  of  treat¬ 
ment  of  all  handlers  under  the  allocation 
and  pricing  provisions  of  the  order  re¬ 
gardless  of  the  source  of  the  milk,  and 
(3)  be  useful  in  the  construction  of  the 
accounting  and  allocation  provisions  of 
the  order. 

Fluid  milk  product.  The  term  “fluid 
milk  product”  is  a  useful  reference  in 
order  construction,  particularly  in  the 
reporting,  transfer  and  allocation  pro¬ 
visions.  It  includes  essentially  the  same 
milk  and  milk  products  as  Class  I  milk. 

Definitions  of  standard  terms  common 
to  most  orders  such  as  “Act”,  “Secre¬ 
tary”,  “person”,  “Department”,  “coop¬ 
erative  association”,  “Chicago  butter 
price”,  “nonfat  dry  milk  solids  price” 
and  “base”  and  “excess”  milk  (herein¬ 
after  discussed)  should  be  included  in 
the  order  for  brevity  in  constructing 
other  order  provisions. 

(b)  Classification  of  milk.  Milk  and 
milk  products  received  by  handlers 
should  be  classified  on  the  basis  of  skim 
milk  and  butterfat  according  to  the  form 
in  which,  or  the  purpose  for  which,  such 
skim  milk  and  butterfat  was  used  or  dis¬ 
posed  of  as  either  Class  I  milk  or  Class 
n  milk. 

Milk  is  disposed  of  in  the  market  in  a 
wide  variety  of  forms  containing  dif¬ 
ferent  proportions  of  skim  milk  and 
butterfat,  which  may  vary  greatly  from 
that  contained  in  milk  as  it  is  first  re¬ 
ceived  from  dairy  farmers.  There  is  a 
substantial  difference  between  the  mar¬ 
ket  value  of  a  pound  of  fluid  skim  milk 
and  a  pound  of  butterfat  for  use  in  a 
given  class  of  utilization.  Different  han¬ 
dlers  use  different  proportions  of  skim 
milk  and  butterfat  within  a  given  class 
and  as  between  classes.  A  system  of 


accounting  for  skim  rnfflc  and  butteri.* 
separately,  therefore,  is  desirable 
vide  uniform  pricing  of  milk  tobandw 
in  accordance  with  the  use 
ponent  parts  of  skim  milk  and  hiSI’ 
fat  and  for  returning  to  producers 
in  accordance  with  their  use. 

Milk  and  milk  products  are  received 
pool  plants  not  only  from  produceMbJ 
also  from  other  handlers  and  noniMl! 
sources.  Milk  from  all  such  souroas^ 
commingled  in  the  handler’s  pkmt  Uk 
necessary  to  classify  the  skim  milk 
butterfat  in  all  receipts  of  milk  andiS 
products  as  a  basis  for  deterxninlng^ 
classification  of  producer  milk  to 
the  classified  pricing  plan. 

The  extra  cost  incurred  by  produaen 
in  producing  quality  milk  and  dellvS 
it  to  the  market  necessitates  a  price !» 
milk  for  fluid  consumption  highw  than 
the  price  of  milk  used  in  manufactojed 
products.  Milk  for  fluid  distribidlM 
should  be  classified  separately  and  priced  ' 
at  this  higher  level  to  provide  the  neeet- 
sary  incentive  to  producers  through  the  i 
uniform  price  to  encourage  the  produc¬ 
tion  and  delivery  of  milk  needed  for  eudi 
use  plus  the  necessary  reserve  to  cover 
daily,  w^eekly  and  even  monthly  fluctua- 
tions  in  sales  by  handlers. 

Class  I  milk  should  be  defined  to  in. 
elude  all  butterfat  and  skim  milk  (Includ- 
ing  the  skim  milk  used  to  produce  con. 
centrated  milk,  reconstituted  or  fortified 
milk,  skim  milk  and  milk  products)  di». 
posed  of  in  the  form  of  a  fluid  mfik 
product  for  human  consumption  and  snj 
other  skim  milk  and  butterfat  not 
specifically  accounted  for  by  the  handla 
as  Class  n  milk. 

The  term  “fluid  milk  product”  should 
be  defined  to  include  the  fluid  iatm  of 
milk,  skim  milk,  buttermilk,  milk  drinki 
(plain  or  flavored),  cream  (inoladhi 
sterilized  cream),  and  any  mixture  d 
milk,  skim  milk  or  cream,  except  storage 
cream,  aerated  cream  produoto,  ioe 
cream,  ice  milk,  and  milk  shake  mixes, 
eggnog,  evaporated  or  condensed  mUc 
and  sterilized  products  packaged  in 
hermetically-sealed  metal  containen. 
The  products  included  in  Clsos  I  milk  tie 
disposed  of  to  consumers  in  fluid  lorn 
and  are  required  by  the  health  auUMfitiei 
in  the  marketing  area  to  be  made  bm 
milk  or  milk  products  from  approved 
sources  for  Grade  A  milk. 

Fluid  milk  products  such  as  ifldmmilk 
drinks  to  which  extra  solids  have  bea 
added  or  concentrated  whole  milk  dis¬ 
posed  of  for  fluid  use,  would  be  included 
under  the  Class  I  milk  definition.  Prod- 
ucts  such  as  evaporated  or  condensed 
milk  packaged  in  hermetically  sealed 
cans  would  not  be  considered  as  concea- 
trated  milk. 

Milk  which  is  in  excess  at  ClasB  1 
uses  at  any  time  must  be  manulacfcowd 
by  the  handler  or  disposed  of^  other 
plants  for  processing  into  manufacture 
products.  These  products  are  le«  pff* 
ishable  than  fluid  milk  products  and  they 
must  compete  in  the  market  place  ett 
similar  products  made  from  unappnyi 
milk.  Milk  so  used  should  be  classlW 
as  Class  II  milk  and  priced  according » 
its  value  for  use  in  such  products. 

Class  II  milk  should  be  defined  to  ^ 
elude  all  skim  milk  and  butterfat  uiw 
to  produce  manufactured  dairy  products, 
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inventory  of  fluid  milk  products,  dis- 
Sjed  of  for  livestock  feed  and  shrinkage 
J^kim  milk  which  is  durnped.  Clap 
fr  would  include  the  skim  milk  and  but- 
iirfat  used  to  produce  such  products  as 
Ser  cheese,  (including  cottage 
rheese)  dried  milk  and  skim  milk,  aer- 
cream  products,  ice  cream,  ice 
crSm  ice  milk  and  milk  shake  mixes, 
Lmog  other  frozen  desserts  and  mixes, 
moorated  or  condensed  milk,  and 
Itemized  products  packaged  in  her¬ 
metically  sealed  metal  containers. 
Stam  placed  in  storage  and  frozen 
should  be  Class  II  milk  because  such 
cream  is  used  primarily  for  ice  cream 
and  other  manufactured  products.  Fro¬ 
zen  cream  removed  from  storage  and 
other  Class  n  products  from  any  source, 
including  those  produced  at  the  plant, 
which  are  repackaged,  reprocessed  and 
converted  to  another  product  in  the 
plant  during  the  month,  would  be  con¬ 
sidered  as  a  receipt  of  other  source  milk 
during  such  month  and  assigned  first  to 
Class  n  milk  under  the  allocation  pro- 
c^ures  hereinafter  recommended. 

Limited  'quantities  of  excess  skim  milk 
and  certain  fluid  milk  products,  such  as 
route  returns,  may  need  to  be  disposed 
of  by  handlers  as  livestock  feed.  Dis¬ 
position  for  livestock  feed  as  Class  II 
milk  affords  a  means  of  disposal  of  such 
jwoducts  which  may  not  be  profitably 
utilized  or  disposed  of  for  any  other  pur¬ 
pose.  It  is  sometimes  iiecessary,  also,  to 
dispose  of  small  volurnes  of  skim  milk 
by  dumping.  Such  skim  milk  should  be 
classified  as  Class  II  milk  if  the  handler 
notifies  the  market  administrator,  in  ad¬ 
vance,  as  prescribed  by  him,  of  the 
amount  to  be  dumped,  to  afford  him  rea¬ 
sonable  time  to  check  such  amount  prior 
to  dumping.  No  provision  should  be 
made  for  classifying  as  Class  II  milk, 
butterfat  which  may  be  dumped.  But- 
tafat  in  the  form  of  cream  can  be  ac¬ 
cumulated  and  stored  to  make  possible 
efficient  manufacture  or  movement  to 
manufacturing  outlets. 

Because  plant  loss  represents  a  dis- 
am)earance  of  milk  for  which  the  han¬ 
dler  must  account  but  for  which  no  direct 
return  is  realized  by  the  handler,  shrink¬ 
age  should  be  considered  as  Class  11  milk 
to  the  extent  that  the  amount  is  reason¬ 
able  and  is  not  the  result  of  incomplete 
or  faulty  records. 

A  maximum  shrinkage  allowance  of 
one-half  percent  of  the  total  volume  of 
milk  physically  received  from  producers 
at  each  pool  plant  should  be  provided 
with  an  additional  allowance  of  one-and- 
(me-half  percent  to  the  pool  plant  which 
processes  such  milk.  Experience  in  this 
market  and  other  markets  shows  that 
plants  which  are  operated  in  a  reasonably 
efficient  manner  and  for  which  accurate 
records  are  maintained  will  not  have 
total  plant  loss  in  excess  of  the  maxi- 
mums  provided.  Any  shrinkage  shown 
by  plants  in  excess  of  these  respective 
maximums  should  be  classified  as  Class 
I  milk.  This  is  reasonable  and  necessary 
to  strengthen  the  classified  pricing  plan 
•ud  will  tend  to  encourage  maintenance 
of  adequate  records  and  efficient  han¬ 
dling  of  producer  milk. 

In  order  to  determine  the  amount  of 
sWnkage  associated  with  the  handling 
of  producer  milk  and  recognize  the  dif¬ 


ferent  functions  performed  by  pool 
plants,  a  scheme  for  the  proration  of 
shrinkage  is  necessary.  Provision  should 
be  made,  therefore,  to  prorate  gross 
shrinkage  at  pool  plants  among  milk 
physically  received  from  producers,  net 
receipts  from  other  pool  plants  and  other 
source  milk. 

Relatively  limited  shrinkage  is  nor¬ 
mally  associated  in  handling  other  source 
milk  which  is  not  received  in  the  form 
of  fluid  milk  products  in  bulk.  To  pro¬ 
rate  shrinkage  on  the  basis  of  total  other 
source  milk  which  would  include  all 
manufactured  products  that  are  reproc¬ 
essed  in  the  plant  during  the  month 
would  associate  an  unreasonable  pro¬ 
portion  of  the  shrinkage  with  other 
source  milk,  particularly  ^when  the  skim 
equivalent  basis  of  accounting  is  fol¬ 
lowed.  Skim  milk  and  butterfat  in  man¬ 
ufactured  products  are  accounted  for  on 
a  used-to-produce  basis  and  any  process¬ 
ing  loss  involved  is  included  in  the 
amount  of  skim  milk  and  butterfat  re¬ 
ported  as  used.  The  proration  of 
shrinkage  to  other  source  milk,  there¬ 
fore,  should  be  on  the  basis  of  such  milk 
received  in  the  form  of  fluid  milk  prod¬ 
ucts  in  bulk. 

To  prevent  duplication  in  shrinkage 
allocated  to  interpool  plant  movements 
of  milk,  the  proration  of  shrinkage  must 
be  based  on  the  amount  received  in  ex¬ 
cess  of  the  amoimt  transferred  to  other 
pool  plants.  The  allowance  on  milk  di¬ 
verted  between  pool  plants  should  accrue 
to  the  pool  plant  to  which  the  milk  is 
diverted  and  physically  received.  Simi¬ 
larly,  no  shrinkage  should  be  allowed 
on  producer  milk  diverted  to  nonpool 
plants.  On  milk  received  at  a  pool  plant 
and  transferred  in  bulk  to  another  plant 
the  transferring  plant  should  be  per¬ 
mitted  up  to  the  one-half  percent  maxi¬ 
mum  receiving  allowance  on  such  milk. 

Exceptions  by  handlers  to  the  maxi¬ 
mum  two  percent  limitation  on  skim  milk 
shrinkage  in  Class  I  milk  is  without 
foundation  particularly  in  view  of  the 
provision  for  classifying  dumped  skim 
milk  and  sales  for  livestock  feed  as  Class 
II  milk. 

The  accounting  for  skim  milk  in  man¬ 
ufactured  products  should  be  based  on 
the  pounds  of  fluid  skim  milk  required 
to  produce  such  products.  The  skim  milk 
and  butterfat  content  in  most  products 
received  and  disposed  of  by  handlers 
can  be  determined  through  recognized 
testing  procedures.  Some  products  re¬ 
ceived  in  the  form  of  condensed  and 
other  more  concentrated  products  repre¬ 
sent  a  more  difficult  problem  in  that 
some  of  the  water  contained  in  the  milk 
has  been  removed.  In  products  manu¬ 
factured  in  a  pool  plant  the  respective 
amounts  of  skim  milk  and  butterfat 
represented  by  these  products  can  be 
ascertained  through  appropriate  plant 
records.  In  the  absence  of  adequate 
records,  and  for  products  received  from 
other  plants,  the  amoimt  of  skim  milk 
and  butterfat  represented  therein  should 
be  determined  by  the  use  of  standard 
conversion  factors. 

Condensed  solids  or  nonfat  dry  milk 
may  be  used  for  reconstituting  certain 
fluid  milk  products  or  to  fortify  skim 
milk  drinks.  Such  solids  are  required  by 
the  health  regulations  to  be  made  from 


Grade  A  milk  and  should  be  classified 
as  Class  I  milk  when  disposed  of  in  a 
fluid  milk  product  the  same  as  all  other 
skim  milk  in  Class  I  products.  There 
is  no  sound  reason  why  one  portion  of 
the  nonfat  solids  contained  in  Class  I 
products  should  be  classified  differently 
from  another  portion  in  this  market. 
The  pounds  of  skini  milk  disposed  of 
in  any  reconstituted  or  fortified  fluid 
milk  product,  therefore,  should  be.  ac¬ 
counted  for  as  an  amount  equal  to  the 
nonfat  milk  solids  contained  in  such 
product  plus  the  water  content  normally 
associated  with  such  solids  in  the  form 
of  whole  milk.  To  promote  uniformity 
in  the  cost  of  milk  among  handlers  and 
to  effectuate  the  allocation  of  current 
receipts  of  producer  milk  to  Class  I 
utilization  to  the  fullest  extent,  the  skim 
milk  in  alljother  source  milk,  therefore, 
must  be  accounted  for  on  the  fluid  skim 
equivalent  basis. 

Butterfat  and  skim  milk  used  to  pro¬ 
duce  manufactured  products  should  be 
considered  to  be  disposed  of  when  so 
used  and  the  sale  of  such  products,  there¬ 
fore,  need  not  be  included  on  monthly 
reports  of  receipt  and  utilization. 
Handlers  will  need  to  maintain  stock 
records  on  such  products,  however,  to 
permit  audit  of  their  monthly  utilization 
records  by  the  market  administrator. 
Class  n  products  from  any  source  used 
in  the  plant  during  the  month  must  be 
reported  as  a  receipt  of  other  source 
milk.  This  will  maintain  priority  of  as¬ 
signment  of  current  receipts  of  producer 
milk  to  Class  I  utilization. 

Each  handler  must  be  held  responsible 
for  a  full  accounting  of  all  his  receipts  of 
skim  milk  or  butterfat  in  any  form.  A 
handler  who  first  receives  milk  from 
producers  should  be  responsible  for  es¬ 
tablishing  the  classification  of  and  mak¬ 
ing  payment  for  such  milk.  Fixing 
responsibilities  in  this  manner  is  neces¬ 
sary  to  effectively  administer  the  provi¬ 
sions  of  the  order. 

Except  for  such  limited  quantities  of 
shrinkage,  which  under  certain  condi¬ 
tions  (as  already  described)  may  be  clas¬ 
sified  in  Class  n,  all  skim  milk  and  but¬ 
terfat  which  is  received  and  for  which 
the  handler  cannot  establish  utilization 
should  be  classified  as  Class  I  milk.  This 
provision  is  necessary  to  remove  any  ad¬ 
vantage  to  handlers  who  fail  to  keep 
complete  and  accurate  records  and  to 
assure  that  producers  receive  full  value 
for  their  milk.  Accordingly,  the  burden 
of  proof  should  be  on  the  handler  to 
establish  the  utilization  of  any  milk  as 
other  than  Class  I. 

Transfers.  Except  for  certain  speci¬ 
fied  Class  II  uses,  skim  milk  and  butter¬ 
fat  in  the  form  of  a  fluid  milk  product 
should  be  classified  as  Class  I  milk  when 
so  disposed  of  from  the  pool  plant.  Some 
fluid  milk  products,  however,  may  be  dis¬ 
posed  of  to  other  plants  for  Class  n  use. 
Under  certain  circumstances,  therefore, 
classification  may  and  should  be  deter¬ 
mined  according  to  the  utilization  in  the 
plant  to  which  transferred. 

Fluid  milk  products  transferred  or  di¬ 
verted  by  a  handler  from  a  pool  plant  to 
another  pool  plant  should  be  classified  as 
Class  I  milk  unless  utilization  as  Class  n 
milk  is  claimed  for  both  plants  on  the 
handler  reports  submitted  for  the  month 


PROPOSED  RULE  MAKING 


8700 

to  the  market  administrator.  SufiQcient 
Class  n  utilization  must  be  available  at 
the  transferee-plant,  however,  for  such 
assignment  after  prior  allocation  of 
shrinkage  and  other  source  milk.  More¬ 
over,  if  other  source  milk  had  been  re¬ 
ceived  at  the  transferring  plant  during 
the  month,  the  skim  milk  and  butterfat 
should  be  classified  at  both  plants  so  as 
to  allocate  the  greatest  possible  Class  I 
utilization  to  the  producer  milk  at  both 
plants. 

Fluid  milk  products  transferred  or 
diverted  from  a  pool  plant  to  producer- 
handlers  should  be  Class  I  because  the 
milk  is  presumed,  by  the  nature  of  their 
operations,  to  be  needed  for  fluid  dis¬ 
position.  Provision  should  be  made  for 
any  milk  received  at  a  pool  plant  from  a 
farm  or  plant  of  a  producer-handler  to  be 
considered  as  other  source  milk  at  the 
pool  plant.  Without  these  provisions, 
producer-handlers  could  depend,  un¬ 
justly,  on  producers  under  the  order  to 
carry  the  necessary  reserve  supply  asso¬ 
ciated  with  their  Clsuss  I  sales  without 
sharing  such  disposition  with  producers. 

Milk,  skim  milk  or  cream  transferred 
or  diverted  from  a  pool  plant  to  a  non¬ 
pool  plant  located  less  than  300  airline 
miles  from  the  Courthouse  in  Evansville 
or  Owensboro  should  be  classified  as 
Class  I  milk  unless  the  following  condi¬ 
tions  are  met: 

(1)  The  handler  reports  such  milk  as 
Class  n,  (2)  The  operator  of  the  nonpool 
plant  maintains  and  makes  available,  as 
requested  by  the  market  administrator, 
his  books  and  records  for  verification  of 
Class  n  utilization,  and  (3)  the  Class  I 
milk  (as  defined  in  the  order)  disposed  of 
from  the  receiving  nonpool  plant  does 
not  exceed  the  receipts  of  skim  milk  and 
butterfat  in  milk  received  during  the 
month  from  dairy  farmers  approved  to 
supply  Grade  A  milk  and  who  are  regu¬ 
larly  associated  with  such  plant. 

If  Class  I  milk  disposed  of  from  the 
nonpool  plant  exceeds  the  receipts  of 
skim  milk  and  butterfat  from  the  dairy 
farmers  regularly  supplying  such  plant, 
provision  should  be  made  to  classify  as 
Class  I  an  amount  of  the  transferred  or 
diverted  milk  equivalent  to  such  differ¬ 
ence.  Such  Cfiass  I  sales,  however,  should 
not  be  used  as  a  basis  for  duplicating  the 
Class  I  classification  of  milk  transferred 
to  a  nonpool  plant  from  other  plants 
regulated  by  this  and  other  Federal 
orders.  It  is  reasonable,  therefore,  that 
the  amount  of  milk  transferred  to  such 
plant  and  classified  as  Class  I  milk  from 
any  regulated  market  be  not  less  than 
the  market’s  pro  rata  share  of  the  re¬ 
maining  Class  I  sales  in  such  nonpool 
plant.  The  proposed  method  of  classifi¬ 
cation  and  pro  ration  of  Class  I  sales  pro¬ 
vide  equality  of  treatment  among  han¬ 
dlers  under  the  Ohio  Valley  order  and 
also  other  orders  in  case  of  transfers  to 
a  common  nonpool  plant. 

Fluid  milk  products  transferred  to 
nonpool  plants  located  more  than  300 
airline  miles  from  Evansville  or  Owens¬ 
boro  should  be  Class  I  milk.  Fluid  milk 
products  moving  such  distances  are  nor¬ 
mally  for  Class  I  uses.  Adequate  manu¬ 
facturing  facilities  are  available  and  the 
Ohio  Valley  handlers  normally  dispose 
of  reserve  milk  to  manufacturing  plants 
located  within  a  300-mlle  radius.  Ex¬ 


ception  to  a  250  mile  radius,  contained 
in  the  recommended  decision,  was  filed 
by  the  operator  of  a  plant  located  in 
Vincennes,  Indiana.  Milk  is  moved  from 
this  plant  for  manufacturing  purposes  to 
a  plant  in  New  Bremen,  Ohio,  a  point 
more  than  250  miles  from  Evansville.  As 
a  partially  regulated  plant,  the  transfer 
provisions  of  the  order  would  be  appli¬ 
cable  to  milk  transferred  from  the  Vin¬ 
cennes  plant  pursuant  to  §  1024.75(b)  of 
the  order.  Also,  if  such  plant  were  oper¬ 
ated  in  such  a  manner  as  to  become  a 
fully  regulated  plant,  it  is  possible  that 
certain  plants  supplying  milk  to  the 
Vincennes  plant  also  may  become  pool 
plants.  The  application  of  an  automatic 
Class  I  classification  to  all  transfers  from 
such  plants  would  be  unreasonable  and 
could  seriously  restrict  the  disp>osal  of  re¬ 
serve  milk  from  such  plants.  A  300 -mile 
radius  is  necessary  to  accommodate  these 
situations.  The  market  administrator 
should  be  able  to  make  the  necessary 
verification  of  milk  disposed  of  to  non¬ 
pool  plants  within  the  area  without  in¬ 
curring  undue  expense.  It  would  not  be 
administratively  feasible  or  economically 
justifiable,  however,  for  the  market  ad¬ 
ministrator  to  be  required  to  verify  ship¬ 
ments  to  nonpool  plants  beyond  this 
area.  The  automatic  classification  as 
Class  I  milk  will  preclude  the  necessity 
for  such  verification. 

This  method  of  classifying  transfers 
and  diversions  of  milk  to  nonpool  plants 
would  safeguard  the  primary  function 
of  such  provisions  in  promoting  an  or¬ 
derly  disposal  of  reserve  supplies,  and 
at  the  same  time  assure  that  milk  trans¬ 
ferred  to  nonpool  plants  is  classified 
in  accordance  with  its  utilization.  This 
would  provide  a  degree  of  protection 
to  the  market  during  periods  of  short 
supply  which  might  be  caused  by  with¬ 
drawal  of  milk.  Any  price  incentive 
would  be  removed  for  pool  plants  to 
supply  milk  at  less  than  order  Class  I 
prices  to  nonpool  plants  for  fluid  dis¬ 
position  in  other  markets. 

Allocation.  The  order  class  prices 
apply  only  to  producer  milk.  It  is  neces¬ 
sary,  therefore,  if  a  plant  has  butterfat 
or  skim  milk  other  than  that  received 
from  producers,  to  determine  the 
amount  in  each  class  to  be  assigned  to 
producer  milk. 

Producer  milk  is  the  primary  and  reg¬ 
ularly  available  supply  for  fluid  con¬ 
sumption  in  the  marketing  area.  Cur¬ 
rent  receipts  of  producer  milk  should  be 
given  priority  over  unpriced  milk  from 
other  sources  in  the  assignment  of  Class 
I  utilization  at  regulated  plants.  This 
is  necessary  to  insure  stability  of  the 
market  and  for  effective  application  of 
the  classified  pricing  program  of  the 
order.  If  the  order  permitted  handlers 
to  obtain  unpriced  other  source  milk  for 
(Hass  I  uses  whenever  it  was  advanta¬ 
geous  to  do  so  while  producer  milk  in 
the  plant  was  utilized  as  Class  II,  the 
market  would  be  deprived  of  a  depend¬ 
able  supply  of  milk  and  the  order  would 
not  be  effective  in  carrying  out  the  pur¬ 
pose  of  the  Act. 

In  general  the  allocation  procedure, 
set  forth  in  the  order  to  carry  out  this 
objective,  requires  that  skim  milk  and 
butterfat,  respectively,  remaining  in 
each  pool  plant  during  each  month  be 


assigned  to  producer  milk  by  mayj,- 
following  deductions  from  groM^i 
tion  starting  with  Class  II  milk 
as  otherwise  noted:  ^ 

milk-  shrinkage  of  producer 

(2)  Fluid  milk  products  in  consul 
packages  subject  to  (Hass  I  pricing 
another  order  (from  Class  I) ; 

(3)  Other  source  milk  not ’subject 

Class  1  pricing  provisions  of  anoth» 
order ;  ^ 

(4)  Other  source  milk  in  bulk  subieei 
to  Class  I  pricing  provisions  of  anotE 
order; 


(5)  Receipts  from  other  handlers  (ic. 

cording  to  classification) ;  ^ 

(6)  Beginning  inventory; 

(7)  Add  shrinkage  deducted  in  (!)• 

and  ’ 

(8)  Overage. 


Other  source  milk  which  is  not  subject  ’I 
to  the  Class  I  pricing  provisions  of  »n-  ' 
other  order  is  allocated  separately  to 
facilitate  the  application  of  the  compat*  ^ 
satory  payment  provisions  of  the  orda  ! 
Provision  is  made  to  allocate  from  Claa 
I  milk,  fluid  milk  products  received  in 
consumer  packages  if  such  milk  were 
subject  to  the  Class  I  pricing  provisioM 
of  another  order.  This  will  have  the  ef> 
feet  of  giving  equal  consideration  to  the 
packaged  milk  moved  from  a  plant  under 
another  order  whether  such  milk  is  dis< 
tributed  directly  to  consumers  in  the 
marketing  area  from  such  plant,  as  is 
the  case  in  this  market,  or  is  d^vered 
through  a  p(X)l  plant. 

For  accounting  purposes  ending 
inventory  of  fluid  milk  products  is  <das- 
sified  as  Class  II  milk.  Beginning  in* 
ventory  of  such  products  is  considered 
as  a  receipt  and  therefore  must  be  sub* 
tracted  in  the  allocation  procedure. 
This  is  done  following  the  subtraction  of 
transfers  from  other  pool  plants  so  as 
not  to  interfere  with  the  mechanics  of 
classifying  such  transfers  and  to  facih* 
tate  the  reclassification  of  inventory 
which  may  be  assigned  to  Class  I  milk 
during  the  month. 

(c)  Class  prices — Class  I  price.  For 
the  first  18  months  after  the  effective 
date  of  the  pricing  provisions,  the  jxioe 
for  Class  I  milk  in  the  Ohio  Valley  mar* 
keting  area  should  be  computed  by  add* 
ing  a  differential  of  $1.15  for  the  monttn 
of  April  through  July  and  $1.38  for  tbe 
months  of  August  through  March  to  s 
basic  formula  price  for  milk  containing 
4  percent  butterfat.  Thereafter,  the 
corresponding  differentials  should  be 
$1.10  and  $1.33,  respectively. 

The  method  of  adding  a  diflerentiil 
to  a  basic  formula  price  in  determining 
the  Class  I  price  is  necessary  to  give  ap¬ 
propriate  consideration  to  the  national 
economic  factors  underlying  change*  In 
the  general  level  of  prices  for  milk  and 
manufactured  dairy  products.  Prices 
for  milk  used  for  fluid  purposes  In  the 
Ohio  Valley  marketing  area  have  a  di¬ 
rect  relationship  to  the  prices  paid  for 
milk  used  for  manufacturing  purpoeea 
Since  the  market  for  most  manufactured 
products  is  nationwide,  the  prices  (A 
these  products  reflect  general  economic 
conditions  affecting  the  supply  and  d^ 
mand  for  milk.  For  these  reasons,  dif¬ 
ferentials  over  basic,  or  manufacturing, 
prices  should  be  used  to  establish  fluid 


FEDERAL  REGISTER 


8701 


fuesday*  October  27,  1959 

•nw  prices  In  this  market.  The  basic 
Hre  formula  recommended  herein, 
Srhich  Is  similar  to  that  contained  in 
T/rtiisville  Paducah  and  other  midwest- 
^^rders,  will  result  in  prices  which 
I^ropriately  reflect  general  changes  in 
value  of  manufacturing  milk 
throughout  this  area. 

Differentials  over  manufacturing 
-rices  are  necessary  to  cover  the  extra 
Ssts  of  meeting  quality  requirements  in 
^production  of  market  milk  and  trans- 
Mitation  costs  to  the  fluid  market,  and 
to  furnish  the  necessary  incentive  for 
^jry  farmers  to  produce  and  deliver 
on  adequate  supply  of  quality  milk  to 
meet  the  demand  for  fluid  consumption. 

Class  I  prices  should  be  established  at 
a  level  which,  in  conjunction  with  the 
Class  n  prices  hereinafter  concluded  to 
be  appropriate,  will  result  in  returns  fo 
producers  high  enough  to  maintain  an 
adequate,  but  no  excessive,  supply  of 
quality  milk  to  meet  the  requirements  of 
consumers  in  the  marketing  area.  In¬ 
cluding  the  necessary  reserves.  Class  I 
prices  must  also  be  in  alignment  with 
those  prevailing  in  other  nearby  regu¬ 
lated  markets  and  should  not  be  at  lev¬ 
els  which  exceed  the  cost  of  obtaining 
milk  of  acceptable  quality  and  regular 
availability  from  alternative  sources. 

Although  comparable  data  in  the  rec¬ 
ord  pertain  only  to  receipts  and  sales  of 
Evansville-Owensboro  handlers,  such  re¬ 
ceipts  and  sales  make  up  a  substantial 
portion  of  the  total  and  reflect  trends  in 
the  full  marketing  area.  The  supply- 
demand  relationships  in  the  Ohio  Val¬ 
ley  area  during  the  latter  part  of  1957 
and  the  nine  month  period  in  1958  pre¬ 
ceding  the  hearing  are  similar  to  those 
which  have  prevailed  in  most  of  the  fluid 
milk  markets  in  the  region.  In  general, 
since  August  1957,  receipts  of  milk  from 
dairy  farmers  have  tended  to  decline  and 
Class  I  sales  to  increase.  The  number  of 
dairy  farmers  supplying  fluid  milk  has 
declined  and  the  daily  average  produc¬ 
tion  per  farm  has  remained  about  the 
same. 


Receipts  from  dairy  farmers  averaged 
137  percent  of  Class  I  sales  during  the 
twelve  month  period  September  1956 
through  August  1957  and  were  119  per¬ 
cent  of  Class  I  sales  during  October,  the 
month  of  shortest  supply.  Receipts  from 
dairy  farmers  in  relation  to  Class  I  sales 
declined  to  an  average  of  123  percent 
during  the  September  1957-August  1958 
period  and  averaged  113  percent  dming 
November,  the  month  of  shortest  supply. 

Daily  average  production  per  dairy 
farmer  remained  at  an  average  of  360 
pounds  during  these  same  two  periods. 
Total  receipts  from  dairy  farmers  were 
110.5  million  pounds  in  the  September- 
August  1956-57  period  compared  with 
103.2  million  pounds  in  the  same  months 
of  1957-58.  Total  Class  I  sales  during 
September-August,  1956-57  were  80.8 
million  pounds  and  increased  to  83.5 
oiUion  pounds  during  the  September- 
August  period  1957-58. 

Producers  proposed  that  the  Class  I 
price  be  determined  by  adding  a  differ- 
mtial  of  $1.50  per  hundredweight  to  the 
formula  price  for  4.0  percent  milk. 
Some  handlers  proposed  a  uniform 
monthly  differential  of  $1.25  while  oth¬ 


ers  proposed  seasonal  differentials  with 
an  annual  level  of  $1.25  per  hundred¬ 
weight. 

A  differential  of  $1.50  would  result  in 
a  level  of  prices  relatively  higher  than 
has  prevailed  in  the  past.  It  would  not  • 
result  in  prices  in  line  with  the  level  of 
prices  established  under  nearby  Federal 
orders  or  in  line  with  the  cost  of  milk 
available  from  alternative  sources. 

Under  the  Ohio  Valley  Milk  Producers 
Association’s  marketing  agreement  with 
the  Evansville-Owensboro  handlers  the 
price  for  Class  I  milk  of  4.0  percent  but- 
terfat  content  has  been  computed  by 
adding  a  differential  of  $1.25  per  hun¬ 
dredweight  to  a  basic  formula  price  sim¬ 
ilar  to  that  proposed  herein.  The  agree¬ 
ment  price  has  been  adjusted  from  time 
to  time  by  negotiation  between  producers 
and  handlers.  The  prices  actually  paid 
by  Evansville-Owensboro  handlers  for 
Class  I  milk  during  1957  and  the  first 
nine  months  of  1958  averaged  $4.84  and 
$4.83,  respectively.  These  prices  are 
equivalent  to  a  differential  over  the  rec¬ 
ommended  basic  formula  price  of  $1.25 
in  1957;  $1.37  for  the  first  nine  months 
of  1958;  and  $1.30  for  the  full  twenty-one 
month  period. 

The  annual  average  Class  I  differential 
under  the  nearby  Paducah,  Kentucky  or¬ 
der  is  $1.30,  and  in  Louisville  and  Nash¬ 
ville  the  differential  is  $1.25.  These 
differentials  are  for  3.5  percent  butterfat 
content  milk  in  Paducah,  for  3.8  milk  in 
Louisville,  and  for  4.0*  percent  milk  in 
Nashville.  The  differential  in  Nashville 
is  adjusted  by  a  supply-demand  adjuster 
based  on  receipts  and  sales  in  that  mar¬ 
ket.  No  provision  is  made  for  automatic 
supply-demand  adjustments  in  the 
Louisville  and  Paducah  orders. 

The  Chicago  milkshed  represents  a 
dependable  source  for  reserve  supplies 
of  milk  and  historically  has  served  as  a 
supply  source  to  this  as  well  as  to  other 
fluid  milk  markets  throughout  the  coun¬ 
try.  Shawano,  Wisconsin  is  representa¬ 
tive  point  in  the  Chicago  milkshed  from 
which  comparative  prices  may  be  com¬ 
puted. 

The  Ohio  Valley  Class  I  price  as  Ifro- 
posed  herein  for  4.0  percent  milk  (ex¬ 
cluding  any  handling  charges) ,  adjusted 
to  Shawano  at  the  rate  of  location  ad¬ 
justment  hereinafter  determined  to  be 
appropriate  for  this  market,  is  computed 
to  be  in  close  alignment  with  the  Chicago 
Class  I  price  for  4.0  percent  milk  (exclud¬ 
ing  supply-demand  adjustment),  also 
adjusted  to  Shawano,  during  the  21- 
month  period,  January  1957  to  October 
1958. 

Prom  the  above  stated  facts  it  is 
concluded  that  an  average  annual  dif¬ 
ferential  of  $1.30  over  basic  formula 
prices  for  the  18  months  immediately 
following  the  effective  date  of  the 
Class  I  price  section,  and  $1.25  there¬ 
after,  would  reflect  a  level  of  Class  I 
prices  contemplated  by  the  Act  as  nec¬ 
essary  to  insure  this  market  with  an 
adequate  supply  of  producer  milk.  The 
immediately  effective  differential  would 
reflect  current  supply-demand  condi¬ 
tions  in  this  market,  and  the  automatic 
reduction  in  the  Class  I  differential  at 
the  end  of  the  18  month  period  will  rec¬ 
ognize  the  need,  over  the  longer  term,  for 


a  close  alignment  of  Class  I  prices  in  this 
market  with  those  in  the  Louisville  mar¬ 
ket.  In  addition,  the  application  of  the 
$1.30  differential  for  the  first  18  months 
will  provide  experience  and  the  oppor¬ 
tunity  to  accumulate  marketwide  infor¬ 
mation  necessary  for  the  appraisal  of 
the  Class  I  price  in  light  of  local  supply- 
demand  conditions  and  to  make  any 
changes  that  might  be  necessary  in  light 
of  such  experience.  Class  I  prices  as 
proposed  herein  would  result  in  a  level 
of  Class  I  prices  in  reasonable  alignment 
with  Class  I  prices  in  neighboring  Fed¬ 
eral  order  markets  from  which  competi¬ 
tion  is  experienced  at  the  retail  level. 
These  differentials  will  result  in  Class  I 
prices  in  line  with  the  cost  of  obtaining 
a  dependable  supply  of  milk  from  alter¬ 
native  sources  of  supply. 

In  the  recommended  decision,  seasonal 
pricing  of  Class  I  mil^  was  not  recom¬ 
mended  in  view  of  the  history  of  pricing 
in  the  Owensboro,  Madisonville,  and 
Evansville  portions  of  the  marketing 
area  and  the  decision  for  the  base  and 
excess  method  of  paying  for  producer 
milk.  Exceptions  were  filed  by  han¬ 
dlers  located  outside  of  these  cities  and 
not  now 'Using  a  base  and  excess  plan, 
to  the  failure  to  adopt  seasonal  pricing 
and  also  to  the  proposed  base  and  excess 
plan.  The  handlers  stated  in  their  ex¬ 
ceptions  that  producers  delivering  to 
their  .plants  were  accustomed  to  and 
favored  seasonal  pricing.  The  Southern 
Indiana  Milk  Producers’  Association  also 
opposed  a  base  and  excess  plan  and  fa¬ 
vored  either  seasonal  pricing  or  a  fall 
incentive  payment  plan  to  encourage  a 
more  uniform  pattern  of  production 
throughout  the  year.  The  majority  of 
the  producers,  however,  supported, uni- . 
form  Class  I  price  differentials  and  the 
base  and  .excess  plan. 

The  operators  of  certain  plants  which 
will  be  subject  to  full  regulation,  includ¬ 
ing  some  who  now  purchase  milk  on  a 
seasonal  pricing  basis,  dispose  of  milk 
outside  the  marketing  area  in  competi¬ 
tion  with  milk  procured  on  a  seasonal 
pricing  basis.  A  more  appropriate  align¬ 
ment  of  order  Class  I  prices  with  prices 
paid  by  competing  plants  on  a  month-to- 
month  basis  could  be  achieved  by  the 
adoption  of  seasonal  pricing.  Further¬ 
more,  seasonal  pricing  would  more  nearly 
reflect  the  pattern  of  pricing  which  has 
been  followed  by  plants  which  would  be 
subject  to  partial  regulation  and  which 
would  be  required  to  equalize  with  the 
producer-settlement  fund  for  sales  in  the 
marketing  9,rea.  On  the  basis  of  all  these 
factors,  it  is  concluded  that  the  base  and 
excess  plan  should  be  retained,  but  a  de¬ 
gree  of  seasonal  variation  should  be  in¬ 
cluded  in  the  Class  I  differential.  Al¬ 
though  the  producers’  associations,  which 
have  used  the  base  plan  in  the  past,  con¬ 
sider  that  seasonal  pricing  will  tend  to 
reduce  the  effectiveness  of  the  plan,  sea¬ 
sonal  pricing  will  assist  the  regulated 
handlers  in  maintaining  Class  1  sales  out¬ 
side  the  marketing  area  and  thus  pro¬ 
mote  maximum  marketwide  returns  for 
producer  milk.  The  average  annual  dif¬ 
ferentials  decided  upon  above  for  the 
first  eighteen  months  the  order  is  in  ef¬ 
fect  should  obtain  by  adopting  a  differ¬ 
ential  of  $1.15  for  the  months  of  April 
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through  July  and  $1.38  for  the  other 
months  of  the  year.  Thereafter,  the  dif¬ 
ferentials  should  be  $1.10  for  April 
through  July  and  $1.33  for  other  months 
of  the  year. 

Class  II  price.  The  price  per  hundred¬ 
weight  for  caass  II  milk  of  four  percent 
butterfat  content  should  be  the  basic 
formula  price  during  the  months  of 
September  through  February  and  the 
average  of  prices  paid  at  five  local  Ken¬ 
tucky  and  Indiana  manufacturing  plants 
plus  20  cents  during  each  of  the  months 
of  March  through  August.  . 

The  Ohio  Valley  Milk  Producers  Asso¬ 
ciation  proposed  that  the  price  for  Class 
n  milk  be  the  average  of  prices  j)aid  the 
previous  month  for  milk  for  manufac¬ 
turing  purposes  f.o.b.  plants  in  the 
United  States,  as  reported  by  the  Depart¬ 
ment,  adjusted  to  a  four  percent  butter- 
fat  content  basis,  plus  10  cents  per 
hundredweight  and  that  such  price  be 
reduced  20  cents  per  hundredweight  for 
milk  used  to  ptoduce  butter,  skim  milk 
powder  and  Cheddar  cheese  during  the 
months  of  March  through  August.  An¬ 
other  producer  group  supported  this 
proposal  but  also  proposed  that  the  Class 
n  price  be  not  less  than  the  average  of 
prices  paid  at  local  manufacturing  plants 
plus  20  cents  per  hundredweight. 
Evansville -Owensboro  handlers  proposed 
that  the  price  for  Class  n  milk  be  the 
average  of  prices  paid  per  hundredweight 
at  local  Kentucky,  Indiana  and  Tennes¬ 
see  manufacturing  plants  plus  20  cents 
per  hundredweight.  This  proposal  is 
identical  with  the  Class  n  pricing  for¬ 
mula  used  in  this  market  for  several 
years  under  the  Ohio  Valley  Milk  Pro¬ 
ducers  Association’s  marketing  agree¬ 
ment.  Other  handlers  did  not  oppose 
the  proposals  made  by  producers. 

Some  milk  in  excess  of  Class  I  require¬ 
ments  is  necessary  to  maintain  an  ade¬ 
quate  supply  of  fluid  milk  for  the  market 
on  an  annual  basis.  The  Class  II  price 
for  excess  milk  should  be  maintained  at 
the  highest  level  consistent  with  facil¬ 
itating  its  use  in  manufactured  products 
by  pool  plants  or  its  movement  to  manu¬ 
facturing  outlets  when  not  needed  in  the 
market.  The  Clasi?  II  price  should  be  at 
such  a  level  that  handlers,  including  co¬ 
operative  associations,  vill  accept  and 
market  whatever  quantities  of  milk  in 
excess  of  Class  I  needs  as  may  arise  from 
time  to  time.  The  price,  however,  should 
not  be  so  low  that  handlers  will  be  en¬ 
couraged  to  procure  milk  supplies  solely 
for  the  purpose  of  converting  them  into 
Class  n  products. 

The  historical  pattern  of  the  supply  of 
milk  from  producers  in  relation  to  Class 
I  sales  shows  that  it  will  be  necessary  for 
handlers,  and  for  the  most  part  coopera¬ 
tives,  to  dispose  of  reserve  milk  for  man¬ 
ufacturing  purposes  to  nonpool  plants 
only  during  the  season  of  highest  pro¬ 
duction.  Such  season  has  noraially  in¬ 
cluded  the  months  of  April  through  July 
but  sometimes  includes  the  months  of 
March  and  August. 

During  the  months  of  September 
through  February  the  supply  of  milk 
from  producers  in  excess  of  the  market’s 
Class  I  needs  has  approximated,  and  at 
times  has  been  less  than,  the  minimum 
requirements  of  a  necessary  reserve. 
Handlers  will  be  able  to  use,  as  they  have 
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in  the  past,  most  If  not  all  the  reserve 
milk  during  these  months  primarily  in 
the  manufacture  of  ice  cream  and  cot¬ 
tage  cheese  for  which  they  have  his¬ 
torically  used  and  preferred  Grade  A 
milk.  There  will  be  little,  if  any,  need 
for  handlers  .to  dispose  of  reserve  milk 
to  local  manufactm-ing  outlets  during 
such  months.  Thus,  the  Class  II  price 
during  September  through  February 
should  be  at  the  highest  possible  level 
consistent  with  competitive  conditions 
and  marketwide  pooling,  and  at  the  same 
time  provide  producers  with  proper  in¬ 
centive  through  the  uniform  price  to 
supply  the  necessary  market  reserve. 
The  basic  formula  price  which  has  been 
found  herein  to  properly  reflect  the  na¬ 
tional  value  of  milk  used  to  produce 
manufactured  dairy  products,  will  most 
appropriately  reflect  the  value  of  Class 
II  milk  in  this  market  during  the  Sep¬ 
tember  through  February  period.  Had 
the  basic  formula  price  been  the  effective 
Class  II  price  during  such  months  in 
1956,  1957  and  in  January  and  February 
1958,  it  would  have  averaged  $3.59,  $3.61 
and  $3.60  per  hundredweight,  respec¬ 
tively,  for  4.0  percent  milk.  The  basic 
formula  price  will  provide  appropriate 
alignment  with  prices  for  reserve  milk 
in  similar  uses  in  the  Louisville  market 
with  which  this  market  is.  closely  related. 
The  Class  II  (principally  cottage  cheese 
and  ice  cream)  price  under  the  Louisville 
order  during  these  same  periods  aver¬ 
aged  $3.53,  $3.67  and  $3.64,  respectively, 
for  4.0  percent  milk. 

Handlers  operating  pool  plants  are  not 
equipped  to  make  dried  or  evaporated 
milk,  cheese  and  other  manufactured 
products  which  are  the  principal  outlets 
for  milk  in  excess  of  the  necessary  re¬ 
serve  supply.  During  the  flush  produc¬ 
tion  season  (March  through  August)  it  is 
necessary,  therefore,  for  handlers  to  dis¬ 
pose  of  excess  reserve  milk  to  local  man¬ 
ufacturing  outlets.  During  such  periods 
the  Class  II  price  should  be  equivalent  to 
the  prices  paid  by  such  manufacturing 
outlets.  All  local  manufacturing  plants 
have  paid,  for  the  past  several  years, 
^cooler  premiums”  of  15  cents  per  hun¬ 
dredweight  over  their  announced  prices 
for  milk  received  from  dairy  farmers. 
In  addition,  most  of  such  plants  have 
paid  other  premiums  for  volume  and 
other  pui’poses  in  varying  amounts. 
Consequently,  a  differential  of  20  cents 
per  hundredweight  above  the  announced 
prices  (not  including  premiums)  at  local 
manufacturing  outlets  will  more  nearly 
reflect  the  competitive  viilue  of  manu¬ 
facturing  milk  at  this  season  of  the  year. 

If  the  Class  II  price  had  been  effective 
during  March  through  August  1956, 1957 
and  1958  such  price  would  have  averaged 
$3.26,  $3.24  and  $3.20,  respectively.  The 
proposal  of  producers  to  price  milk  used 
in  butter,  powder  and  cheese  during  the 
flush  period  would  have  averaged  $3.23, 
$3.30  and  $3.20  during  the  same  periods. 

Under  the  association’s  marketing 
agreement  the  average  of  prices  paid  at 
manufacturing  plants  in  Kentucky,  In¬ 
diana  and  Tennessee  have  been  used  as  a 
basis  for  pricing  Class  II  milk.  Such 
prices  have  been  identical  with  those 
paid  at  the  five  local  manufacturing 
plants  during  the  past  few  years.  It  is 
not  necessary,  therefore,  to  use  prices 


paid  at  Tennessee  plants  In  detemnnV 
the  Class  II  price.  Furthermore 
ferences  develop  between  the  pricM 
by  such  plants  in  the  future,  the  seleS! 
plants  will  be  more  reflective  of  w 
competitive  prices  in  this  market  th^ 
combination  of  plants  from  all  thJi 
states. 

Butterfat  differentials.  Butterfat  ann 
skim  milk  are  to  be  accounted  for  se^ 
rately  for  classiflcation  purposes 
I  and  Class  II  prices  are  to  be  annouMrt 
for  4.0  butterfat  content  milk,  it  i^llS 
necessary,  therefore,  to  adjust  clto 
prices  by  a  butterfat  differential  in  ac 
cordance  with  the  average  test  of  miik 
in  each  class  to  reflect  differencoh 
value  due  to  variations  in  butterfat  co^ 
tent  from  4.0  percent. 

The  values  resulting  from  multiphin. 
the  average  price  of  92-score  butter 
Chicago  by  0.125  for  Class  I  milk  and 
by  0.120  for  Class  II  milk  will  provlfc 
an  appropriate  basis  for  adjusting  such 
prices  in  this  market  for  each  one-tenth 
variation  in  butterfat  content.  Butter 
prices  should  be  used  to  reflect  changes 
in  the  central  market  prices  of  butterfat 
in  the  differential  and  to  conform  with 
the  practice  followed  in  most  flulld  mlft 
markets  for  adjusting  prices  for  butte^ 
fat  variations. 

The  Ohio  Valley  Milk  Producers  A^ 
sociation’s  contract  with  handlers  pro¬ 
vides  for  identical  Class  I  and  aass  n 
differentials  at  0.12  times  the  butter 
price.  An  average  differential  factor  of 
0.125  for  Class  I,  however,  will  establlA 
a  more  realistic  relationship  between 
class  prices  for  butterfat  and  a  value  for 
milk  used  for  cream  and  other  higher  fat 
content  products  more  in  line  with  com¬ 
petitive  values.  It  will  be  identical  with 
the  level  of  differentials  in  the  nearby 
Louisville  and  Paducah  orders  and  will 
promote  close  Class  I  price  alignment  for 
skim  milk  and  butterfat  between  Petteil 
order  markets  in  this  region.  In  view  of 
the  decision  to  incorporate  seasons! 
Class  I  price  differentials,  the  butterfat 
diffei'ential  factors  should  be  0.122  dur¬ 
ing  the  months  of  April  through  July  and 
0.126  during  the  other  months  of  the 
year. 

In  order  that  the  Class  I  butterfat 
differential  may  be  announced  at  the 
same  time  the  Class  I  price  is  announced, 
it  should  be  based  on  the  price  of  butter 
for  the  preceding  month.  Class  n  prices 
and  butterfat  differentials  should  be 
based  on  current  paying  prices  and  an¬ 
nounced  after  the  end  of  each  month. 
Handlers  will  know',  however,  that  the 
cost  of  Class  II  milk  will  tend  to  follof 
daily  or  weekly  product  prices  durtof 
the  month  and  that  their  cost  of  milk  wifi 
be  the  same  as  their  competitors  and  in 
line  with  prices  paid  by  purchasers  of 
milk  in  manufacturing  outlets. , 

The  butterfat  differentials  used  to 
making  payments  to  producers  should  be 
calculated  at  the  average  of  the  Class  I 
and  Class  II  differentials  weighted  by 
the  proportion  of  butterfat  in  producff 
milk  classified  in  each  class  e^h  month 
to  reflect  changes  in  the  actual  usage 
of  such  butterfat  in  each  class. 

Location  differentials.  A  schedule  of 
location  differentials  should  be  provided 
to  adjust  Class  I  prices  to  the  location  of 
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I  irom  which  milk  is  moved  to  to  the  rates  applied  under  other  Federal  desirable  in  terms  of  effective  regulation 

*^^keting  area.  orders.  Provision  should  be  made,  there-  to  bring  the  plants  fully  under  regula- 

farms  or  at  plants  has  a  pro-  fore,  for  plants  located  80  but  less  than  tion.  This  may  be  true  with  respect  to 
ly  lower  value  with  respect  to  90  miles  from  the  nearest  of  the  basing  shipments  of  milk  to  pool  plants  for  the 
Valley  market  as  such  farms  points  to  receive  a  differential  of  13  cents  purpose  of  converting  it  into  manufac- 
****  are  located  farther  away  from  per  hundredweight  and  for  each  addi-  tured  products.  Also,  milk  may  be  dis- 
*^^rket.  This  difference  in  value  is  tional  10  miles  that  the  plant  is  located  posed  of  in  the  regulated  marketing  area 
I  ^  to  the  cost  of  transporting  the  from  the  nearest  basing  point,  the  as  Class  I  milk  from  plants  which  are  not 
tlie  respective  locations  to  the  amount  should  be  increased  1.5  cents  t)er  primarily  or  even  regularly  engaged  in 
«ket  The  order  should  contain  ap-  hundredweight.  supplying  the  marketing  area.  If  rela- 

nriate  provisions  to  recognize  such  No  location  adjustments  should  be  tively  small,  incidental  or  accidental 
^ffLences  in  value  according  to  the  lo-  allowed  to  plants  on  Class  II  milk.  Be-  shipments  of  milk  into  the  marketing 
don  of  the  plant  where  the  milk  is  re-  cause  of  the  low  cost  per  hundredweight  area  would  bring  xinder  total  regtilation 
*hred  Such  a  provision  is  necessary  to  of  milk  involved  in  transporting  concen-  all  the  milk  at  the  plant  from  which  such 
a  cost  of  milk  among  plants  and  trated  finished  products,  there  is  little  shipments  are  made,  undue  hardship 
turns  for  milk  among  producers  in  ac-  difference  in  the  value  of  milk  for  man-  might  result  to  the  operator  of  such 
with  its  economic  value  to  the  ufactured  uses  associated  with  the  loca-  plant  and  for  the  farmers  delivering  the 
^ket  This  should  be  accomplished  by  tion  of  the  plant  receiving  the  milk.  milk  involved.  Compensatory  payments 

®^edule  of  location  adjustments  ap-  Payments  on  unpriced  milk.  The  are  necessary  to  provide  a  means  by 
^ng  at  plants  in  accordance  with  their  order  should  provide  for  payments  to  the  which  full  regulation  of  the  handling  of 
^lon  In  relation  to  the  two  principal  producer-settlement  fund  with  respect  to  milk  at  such  plants  may  be  avoided  and, 
^ers  of  consumption  in  the  marketing  unpriced  milk  which  is  allocated  to  at  the  same  time,  maintain  the  integrity 
^—Evansville  or  Owensboro,  which-  Class  I  at  a  pool  plant  and  for  similar  of  classified  pricing  and  marketwide 
evCT  is  nearer.  payments  by  partially  regulated  nonpool  equalization  which'  are  necessary  to  in- 

To  be  equitable  to  all  handlers,  the  plants  on  Class  I  sales  in  the  marketing  sure  orderly  marketing  in  this  area, 
minimum  Class  I  price  to  be  paid  for  area.  When  milk  is  available  in  substantial 

nroducer  milk  should  not  be  dependent  The  rate  of  payment  on  such  milk  volumes  from  nonpool  •  sources,  pool 
^  the  type  of  plant  receiving  the  milk,  should  be  equal  to  ttie  difference  between  plants  could  obtain  such  milk  at  prices 
T^the  extent  that  milk  is  received  at  the  Class  I  and  Class  II  price  during  the  reflecting  its  value  as  surplus  milk 
distant  plants  from  producers  and  months  of  April  through  July  and  the  which  would  approximate  the  Class  n 
brought  to  the  marketing  area  by  a  difference  between  the  Class  I  price  and  price  under  the  order.  During  the  sea- 
handler,  the  handler  has  assumed  a  the  uniform  price  during  the  months  of  sonally  high  production  months  of  April 
transportation  cost  which  might  other-  August  through  March.  through  July,  therefore,  the  rate  of  pay- 

vise  be  borne  by  producers.  Accord-  Basically,  all  other  source  milk  which  ment  on  other  source  milk  allocated  to 
ingly,  the  Class  I  price  should  be  adjusted  might  be  utilized  for  Class  I  milk  in  the  Class  I  should  be  the  difference  between 
downward  at  such  plants  to  reflect  the  marketing  area  would  be  produced  as  the  Class  II  price  and  the  Class  I  price 
cost  of  hauling  milk  to  the  marketing  part  of  a  supply  intended  primarily  to  adjusted  (by  the  same  rate  as  is  applied 

meet  the  demand  for  milk  for  fluid  con-  at  pool  plants)  to  the  location  of  the 
It  is  economically  more  feasible  to  sumption  in  some  area  other  than  the  plant  from  which  such  other  source 
supply  the  fiuid  milk  needs  of  the  market  Ohio  "Valley  marketing  area  or  produced  milk  was  received  from  farmers.  This 
from  those  farms  or  plants  nearest  the  for  manufacturing  outlets  but  not  used  rate  of  payment  will  refiect  generally  the 
market  before  bringing  in  milk  from  for  such  purposes  in  the  area  for  which  difference  in  value  between  rinregulated 
more  distant  plants.  Location  adjust-  it  was  produced.  If  part  of  the  regular  and  regulated  milfc  for  Class  I  use  at 
meats  at  supply  plants  should  apply,  supply  of  another  fiuid  market,  it  could  this  time  of  the  year.  During  the 
therefore,  to  that  milk  moved  to  a  pool  be  only  milk  in  excess  of  the  amount  months  of  Augiist  through  March,  the 
I^t  in  the  form  of  a  fiuid  milk  product  nedded  for  fiuid  disposition  in  such  milk  supplies  in  this  region  tend  to  be 
which  is  assignable  to  Class  I  milk  after  market.  shorter  than  other  months.  It  is  not 

first  assigning  to  the  available  Class  I  If  unregulated  plant  operators  were  likely  that  other  source  fiuid  milk  prod¬ 
in  the  plant  to  which  the  milk  is  moved,  allowed  to  dispose  of  surplus  milk  in  the  ucts  will  be  available  to  the  market  at 
direct  receipts  from  producers  and  re-  regulated  marketing  area,  either  through  stuplus  prices.  It  reasonably  may  be  ex- 
eehjts  of  fluid  milk  products  from  other  pool  plants  or  directly  to  consumers,  pected  that  during  such  months  such 
pool  plants  at  which  no  adjustment  ap-  without  some  compensating  or  neutraliz-  toil^  would  be  available  from  unregu- 
pBcs.  The  location  adjustment  provi-  ing  provision  in  the  order,  the  disposition  lated  sources  at  prices  not  less  than  the 
lions  should  apply  also  to  milk  disposed  of  such  milk,  because  of  its  price  ad-  level  of  the  uniform  price  imder  the 
d  as  Class  I  milk  from  distant  distribut-  vantage  relative  to  fully  regulated  milk,  order.  Compensation  pa3ments  during 
ing  plants.  Such  application  of  location  would  displace  the  fully  regulated  milk  these  months,  therefore,  should  be  the 
•djustments  would  recognize  the  func-  in  Class  I  uses  in  the  marketing  area,  difference  between  the  uniform  price  to 
tic^  relationship  of  supply  plants  to  The  plan  of  Congress  as  contemplated  producers  and  the  Cii.  is  I  price,  adjusted 
the  market  and  price  Class  I  milk  at  all  under  the  Agricultural  Marketing  Agree-  to  the  location  of  the  plant  from  which 
l^ts  In  relation  to  its  value  for  con-  ment  Act  of  1937,  as  amended,  of  return-  such  fluid  milk  products  are  supplied, 
wmption  in  the  marketing  area.  ing  a  reasonable  level  of  prices  to  the  The  relationship  between  the  supply  and 

No  location  adjustments  should  apply  producers  of  milk  for  the  regulated  mar-  demand  for  milk  in  the  market  in  the 
It  plants  located  less  than  80  miles  from  keting  area  would  be  defeated.  Ineflfi-  August  through  March  period  tends  to 
the  basing  points.  This  area  will  en-  ciency  in  the  marketing  of  milk  would  fluctuate  from  year  to  year  according  to 
compass  all  the  territory  within  the  pro-  be  encouraged  because  there  would  be  marketing  conditions.  These  conditions 
I  posed  marketing  area.  It  will  provide  incentive  for  the  regulated  handlers  to  will  generally  prevail  also  in  surrounding 
miform  Class  I  prices  at  all  plants  which  obtain  milk  for  Class  I  uses  not  from  the  markets  which  are  potential  sources  of 
would  be  subject  to  full  regulation.  Milk  regular  and  normal  sources  of  supply  supply  for  impriced  milk.  Thus,  the 
'CMi  be  moved  most  eflBciently  directly,  but  from  sources  of  supply  generated  rate  of  compensation  pasrment  based  on 
iKxn  the  farm  to  distributing  plants  solely  as  a  result  of  the  price  advantage  the  difference  between  Class  I  and  uni- 
,  within  this  area.  Under  the  conditions  created  for  unregulated  milk  by  the  reg-  form  prices  will  adjust  itself  automati- 
I  okting  in  this  market,  there  is  no  need  ulation  itself.  Providing  for  some  cally  in  these  months  in  accordance  with 
to  provide  a  location  adjustment  at  method  of  compensating  for,  or  neutral-  the  relationship  of  Class  I  milk  to  the 
Pknte  at  different  locations  within  the  izing  the  effect  of,  the  advantage  created  total  milk  pooled.  This  will  tend  to  re- 
wnflnes  of  this  area.  for  unregulated  milk  is  therefore  a  fleet  conditions  in  the  area  from  which 

A  location  differential  rate  of  1.5  cents  necessary  provision  of  this  order.  impriced  milk  may  be  obtained.  The 

for  each  10  miles  should  be  used  for  ad-  There  may  be  other  situations  in  which  rates  herein  proposed  are  those  which 
tosting  Class  I  prices.  This  rate  ap-  plant  operators  may  find  it  economical  will  best  effectuate  the  Act  under  current 
Proximates  the  cost  of  moving  milk  to  or  desirable  to  make  shipments  of  small  marketing  conditions  in  this  area, 
toe  marketing  area  from  distant  points  quantities  of  milk  to  the  marketing  area  Other  source  milk  used  in  the  form  of 
Dy  efficient  means  and  conforms  closely  and  yet  it  would  be  neither  necessary  nor  concentrated  milk  products  should  be 
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considered  to  be  from  s  source  at  the 
locati(Mi  of  the  idant  where  it  is  used. 
In  some  cases  there  will  be  no,  and 
in  all  cases  insignificant,  transp<M*tation 
charges  in  terms  of  their  equivalent  in 
fluid  milk.  By  following  this  procedure, 
the  c<Hnpensation  payment  on  other 
source  milk  derived  from  concentrated 
products,  such  as,  condensed  milk  or 
nxmfat  diy  milk,  would  be  comparable  to 
that  on  any  other  source  milk  which  is 
allocated  to  Class  I  milk. 

The  integrity  of  the  regulation  can  be 
maintained  by  providing  an  alternative 
method  of  determining  compensatory 
pasmients  at  a  distributing  plant  which 
has  sales  of  .fluid  milk  products  in  the 
marketing  area  but  which  falls  to  qualify 
as  a  pool  plant.  Subject  to  proper  re¬ 
porting  and  the  maintenance  of  adequate 
records,  the  CHPerator  of  such  plant  should 
be  given  an  opportunity  to  choose  be¬ 
tween  payment  into  the  producer-settle¬ 
ment  fund  of:  (1)  An  amount  equal  to 
the  volume  of  Class  I  milk  disposed  of  in 
the  marketing  area  at  the  same  rates  as 
apply  to  unpriced  milk  allocated  to  Class 
I  at  pool  plants,  or  (2)  the  amount  by 
which  total  payments  to  dairy  farmers 
for  such  plant  are  less  than  the  total 
amount  of  the  plant’s  obligation  to  pro¬ 
ducers  if  such  obligation  is  computed  as 
if  such  plant  were  a  pool  plant. 

If  the  partially  regulated  handler  elects 
to  make  payments  under  the  first  option, 
the  regulation  would  be  protected  in  the 
same  manner  and  to  the  same  extent  as 
is  provided  with  respect  to  compensatory 
payments  on  other  source  milk  at  pool 
plants.  If  the  handler  chooses  to  pay 
the  full  utilization  value  of  his  milk 
either  directly  to  his  own  farmers  or  by 
combination  of  pasments  to  his  farmers 
nj>ri  to  the  producer-settlement  fund,  he 
will  not  have  any  advantage  in  terms  of 
the  minimiim  order  class  prices  on  his 
sales  of  Class  I  milk  in  the  marketing 
area.  His  total  nninimiim  obligation  for 
milk  will  be  determined  in  exactly  the 
same  manner  as  if  he  ware  a  fully  regu¬ 
lated  handler. 

Affording  this  last  option  to  partially 
regulated  nonpool  plants  will  adequately 
protect  the  regulatory  plan  in  this  mar¬ 
ket.  None  of  the  operators  to  which  this 
option  may  apply  regularly  obtain  milk 
for  such  plants  from  dairy  farmers 
located  in  a  supply  area  that  overlaps  to 
any  significant  extent  the  supply  area 
of  plants  to  be  fully  regulated  under  the 
order.  The  option  to  pay  directly  to 
dairy  farmers  who  regularly  supply  such 
nonpool  plants  with  milk  at  the  full 
utilization  value  of  such  milk  in  accord¬ 
ance  with  the  order,  therefore,  will  not 
place  the  op>erators  of  pool  plants  at  a 
ccMnpetiUve  disadvantage  in  the  procure¬ 
ment  of  their  milk  supply.  Also,  under 
the  present  organization  of  the  market 
there  will  be  no  significant  diversion  of 
the  revenue  derived  from  the  Class  I 
sales  in  the  marketing  area  to  fanners 
only  incidentally  associated  with  the 
market  at  the  expense  of  pool  producers 
of  milk  for  which  minimum  class  prices 
are  established  and  who  are  relied  upon 
to  produce  an  adequate  and  dependable 
supply  of  approved  milk  for  the  market¬ 
ing  area. 

Under  the  second  option,  the  operator 
of  the  nonpool  plant  would  be  required 


to  file  a  complete  report  of  receipts  and 
utilization.  From  such  reports,  subject 
to  audit,  the  value  of  his  milk  would  be 
computed  at  the  class  prices,  adjusted 
for  location  and  butterfat  content,  in  the 
same  manner  as  for  a  pool  plant.  From 
this  utilization  value  the  market  admin¬ 
istrator  would  subtract  the  payments  to 
the  Grade  A  dairy  farmers  who  consti¬ 
tute  the  regular  supply  of  milk  for  the 
nonpool  plant  as  verified  from  the  pro¬ 
ducer  payroll.  Only  such  payments 
would  be  allowed  as  had  been  made  to 
such  farmers  by  the  18th  day  following 
the  end  of  the  month.  The  payment 
would  be  the  gross  amount  paid  to  such 
farmers  for  milk  at  the  nonpool  plant. 
Bona  fide  deductions  for  supplies  and 
services,  such  as  hauling,  would  be  al¬ 
lowed  as  authorized  by  the  dairy  farmer. 

The  assessment  of  administrative  ex¬ 
pense  should  depend  upon  which  option 
is  chosen  by  the  nonpool  distributor.  If 
he  elects  to  pay  the  difference  between 
the  class  prices  on  his  in-area  sales  he 
should  be  required  to  pay  administrative 
expense  only  on  such  quantities  of  milk 
so  disposed  .of  in  the  marketing  area. 
If  he  elects  the  pa3rment  based  on  the 
utilization  value  of  his  milk  he  should 
pay  administrative  expense  on  his  en¬ 
tire  receipts  of  milk  from  Grade  A  dairy 
farmess  and  any  other  receipts  allocated 
to  Class  I  milk  the  same  as  is  required 
of  pool  plants.  Obviously,  the  second 
option  necessitates  as  much  verification 
of  the  receipts  and  utilization  by  the 
market  administrator  as  at  a  pool  plant. 
Such  verification  might  well  include  the 
cheeking  of  weights  and  butterfat  tests 
of  receipts  from  dairy  farmers  axKl  prod¬ 
ucts  sold  as  well  as  a  complete  audit  of 
the  books  and  records  for  such  plant. 

No  compensation  payment  should  be 
required  on  milk  classified  and  priced  as 
Class  I  under  another  Federal  milk  mar¬ 
keting  order.  The  minimum  prices  for 
Class  I  milk  under  other  Federal  orders 
where  Ohio  Valley  order  handlers  might 
obtain  supplemental  supplies  approxi¬ 
mate  or  exceed  the  Ohio  Valley  Class  I 
price  when  allowance  is  made  for  loca¬ 
tion  of  the  supplying  plants.  Because 
handlers  operating  plants  under  other 
Federal  orders  must  pay  for  producer 
milk  on  a  utilization  basis  at  prices  de¬ 
termined  in  accordance  with  the  same 
statutory  standards  of  pricing  as  are  em¬ 
ployed  here,  they  would  not  be  in  a  po¬ 
sition  to  dispose  of  their  surplus  pro¬ 
ducer  milk  in  the  Ohio  Valley  marketing 
area  for  Class  I  use  to  the  disadvantage 
of  local  producers. 

Handlers  proposed  that  no  compensa¬ 
tory  pasrments  be  required  on  other 
source  milk  received  at  a  pool  plant  dur¬ 
ing  any  month  when  receipts  of  pro¬ 
ducer  milk  are  below  115  percent  of 
Class  I  sales.  Such  a  provision  would 
not  be  to  the  best  interest  of  the  market 
because  the  way  would  be  open  for  han¬ 
dlers  to  limit  their  purchases  of  pro¬ 
ducer  milk  and  thereby  bring  about,  over 
the  longer  term,  an  imeconomical  pro¬ 
curement  pattern  for  the  market  at  the 
expense  of  local  dairy  farmers.  Further¬ 
more,  the  provision  for  applying  the  dif¬ 
ference  between  the  Class  I  price  and  the 
uniform  price  during  the  months  of  the 
year  when  supplemental  supplies  might 
be  needed  provides  an  adjustment  in  the 


compensatory  payment  rate  in'rdati* 
to  the  producer  milk  receipts  and  Osiit 
sales  ratio  of  the  market.  ThuaiSv 
producer  milk  receipts  at  a  ratio  ol^ 
than  115  percent  of  Class  I  sales.  ^ 
compensation  rate  would  be 
small,  or  completely  eliminated.  ™ 

(d)  Distribution  of  proceeds  to  pra 
ducers.  A  marketwide  equalization  ^ 
should  be  provided  for  distributtagto 
producers  the  proceeds  from  the  sah  ^ 
their  milk.  * 

A  marketwide  pool  should  be  adopted 
to  assure  each  producer  that  he  wiH 
ceive  prices  for  his  milk  based  on  hiscw 
rata  share  of  the  Class  I  and  n 
sales  of  the  entire  market.  Hi* 
form”,  “base”,  and  “excess”  prices,  u 
the  case  may  be,  that  a  produce  is  to  he 
paid  will  depend  on  the  overaU  iitu% 
tion  of  all  producer  milk  at  all  pod 
plants  during  each  month. 

The  marketwide  pool  permits  a  hsa. 
dler  to  either  maintain  a  manufactwini 
operation  in  his  plant  to  handle  the  r^ 
serve  supplies  of  milk  or  limit  his  (4)era. 
tions  primarily  to  the  handling  ot  mik 
for  Class  I  purposes  without 
the  uniform  prices  payable  to  his  iw- 
ducers  as  compared  with  other  prodWi 
ers.  The  facilities  in  the  plants  ol  Ohis 
Valley  handlers  for  handling  resent 
supplies  of  producer  milk  vary  cooslda. 
ably.  Some  of  the  handlers  are  equipped 
to  handle  their  seasonal  reserve  supidiH 
while  others  have  extremdy  limited 
manufacturing  facilities.  Some  pod 
plants  are  equipped  to  make  cotUgi 
cheese,  butter,  bulk  condensed  ^ira  sod 
ice  cream.  None  of  the  ];^ti  k 
equipped  to  make  dried  or  evaporaM 
milk,  cheese  or  other  manufaetored 
products  which  are  the  principal  outiite 
for  seasonal  reserve  supplies. 

The  Ohio  Valley  Milk  Producers  Am* 
elation  supplies  Evansville-Owentai 
handlers  with  their  full  requiremeoto  d 
fluid  milk  and  handles  any  reserve  siy* 
plies  associated  therewith  not  wanted  tar 
handle!^.  Such  reserves  are  ixmnslr 
moved  to  manufacturing  outlets  tbreodi 
the  association’s  Russellville,  Eentud; 
receiving  station.  A  marketwide  pod 
will  make  it  possible  for  the  producenf 
associations  to  assist  in  hanxUing  or  dl* 
verting  seasonal  reserve  milk  and  retail* 
ing  producers  on  the  market  idu)  ui 
needed  to  fulfill  the  year  around  maitat 
requirements.  It  assists  in  suxeadiii 
the  cost  of  carrying  the  necessary  r^ 
serves  for  the  market  among  all  pr> 
ducers  rather  than  by  those  prodoea 
associated  with  certain  plants  or  eertdi 
producer  associations  which  assume  the 
responsibility  of  handling  reserve  sup* 
plies.  The  marketwide  pool  will  contrih* 
ute  to  eflacient  marketing  of  reserve  lop* 
plies,  promote  market  stability  and  aaeld 
in  maintaining  an  adequate  and  depend* 
able  supply  of  producer  milk. 

Base  and  excess  plan.  The  “basesnd 
excess  plan”  for  distributing  the  reiow 
for  milk  among  producers  should  be  em¬ 
ployed  in  connection  with  the  market- 
wide  pool. 

The  base  and  excess  method  of  dii- 
tributing  milk  returns  during  the  madhe 
of  heaviest  production  has  supped 
among  most  of  both  producers  and 
dlers  in  the  Ohio  Valley  area.  Base  w 
excess  plans  have  been  used  for  a  xmo* 
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of  years  by  the  Ohio  Valley  Milk 
Slfiicere  Association  and  the  Western 
Milk  Producers  Association,  as 

n  by  a  number  of  handlers  who  do 
JJt  purchase  their  milk  from  these 

the  seasonal  variation  in 
-.nToroduction,  there  is  need  for  an 
to  maintain  production  in  the 
Srind  winter  months  relative  to  the 
«riiiK  and  summer  levels.  By  provid- 

returns  related  directly  to  a  pro- 
JLr’s  ability  to  deliver  additional  milk 
Sthe fall  and  winter  as  compared  with 
Sliveries  during  the  season  of  flush  pro- 
Suction.  a  more  even  milk  production 
nattem  will  be  encouraged.  Interrup¬ 
tion  in  the  use  of  a  base  plan  at  this 
time  might  result  in  increased  season- 
gjjty  of  production  to  the  detriment  of 
the  market. 

The  order  should  provide  for  each 
oroducer  to  establish  a  base  dependent 
upon  his  deliveries 'Of  milk  to  pool  plants 
dmlng  the  months  of  September  through 
February,  the  months  during  which  pro¬ 
ducer  receipts  are  relatively  low  in  rela- 
tijc  to  Class  I  sales.  During  these 
months,  as  well  as  in  all  other  months 
in  the  period  of  August  through  March, 
producers  should  receive  the  marketwide 
uniform  price  for  all  milk  which  they 
deliver  to  pool  plants. 

For  each  of  the  months  of  April 
.  through  July,  the  months  during  which 
producer  receipts  are  relatively  high  in 
rdation  to  Class  I  sales,  separate  uni¬ 
form  prices  for  base  and  excess  milk 
should  be  computed  so  that  Class  I  sales 
would  be  first  assigned  to  base  milk. 
“Base  milk”  should  be  defined  as  milk 
received  at  a  pool  plant  from  a  producer 
during  any  of  the  months  of  April 
through  July  which  is  not  in  excess  of 
an  amount  equal  to  the  daily  base  of 
such  producer  multiplied  by  the  number 
U  days  in  such  month.  Producer  milk 
classified  in  Class  II  should  be  assigned 
first  to  excess  milk.  If  Class  I  disposi¬ 
tion  is  more  than  the  base  milk  received 
from  producers  in  any  month,  such  addi- 
tkmal  value  of  Class  I  milk  should  be 
allocated  to  excess  milk  and  the  excess 
Wend  price  increased  accordingly. 

The  daily  base  of  each  producer  should 
be  calculated  by  the  market  adminis¬ 
trator  by  dividing  the  total  pounds  of 
milk  received  at  all  pool  plants  from 
wch  producer  during  the  months  of  Sep¬ 
tember  through  February  by  the  number 
(rf  days  from  the  first  day  such  milk  was 
received  during  these  months  to  the  last 
day  of  February,  inclusive,  but  not  less 
than  120  days.  A  minimum  of  120  days 
is  reasonable  to  establish  bases  for  new 
producers  who  may  enter  the  market 
during  the  base-forming  period.  To  pro¬ 
vide  a  shorter  period  could  weaken  un¬ 
duly  the  effectiveness  of  the  plan.  On 
OT  before  March  15  of  each  year  the 
®utet  administrator  should  be  re- 
QUlred  to  notify  each  producer  and  the 
handler  receiving  milk  from  him  of  the 
dally  base  established  by  such  producer. 

It  is  necessary  to  provide  certain  rules 
in  connection  with  the  establishment 
«nd  transfer  of  bases  in  order  to  provide 
J^nable  administrative  workability  of 
^  plan.  Such  rules  should  outline  spe- 
^cally  the  method  for  calculating  the 
“se  for  each  producer  and  set  forth 
No.  210 - 6 


clearly  and  unequivocally  the  procedure 
to  be  followed  for  transferring  bases. 
It  is  desirable  that  the  need  for  adminis¬ 
trative  discretion  and  restrictive  condi¬ 
tions  in  connection  with  the  application 
of  base  rules  be  kept  at  a  minimum. 

A  producer  who  adjusts  his  production 
under  the  base  and  excess  plan,  to  even 
out  seasonal  variations  may  suffer  un¬ 
due  financial  loss  if  for  some  reason  he 
is  unable  to  avail  himself  of  the  benefit 
of  the  base  earned  by  him.  The  pro¬ 
ducer  associations  proposed,  therefore, 
that  a  base  of  a  producer  discontinuing 
production  be  transferable  to  a  person 
to  whom  the  herd  is  sold.  In  addition, 
because  tenant-landlord  arrangements 
in  Kentucky  usually  are  effective  on 
January  1  of  each  year,  during  the  base¬ 
forming  period,  proponents  suggested, 
that  provision  be  made  for  tenants  to 
either  retain  their  proportionate  share  of 
a  base  or  be  able  to  transfer  such  base 
to  another  person  who  assumes  owner¬ 
ship  of  the  tenant’s  share  of  the  cows. 
The  assignment  of  bases  in  accordance 
with  the  ownership  of  the  cows  would 
create  a  number  of  administrative  dif¬ 
ficulties  and  would  be  impractical.  The 
transfer  of  partial  bases  without  re¬ 
striction  would  unduly  weaken  the  base 
plan  and  would  be  administratively  bur¬ 
densome.  Producers  did  not  favor  a 
base-forming  period  terminating  prior 
to  January  1  as  a  means  of  accomodat¬ 
ing  the  tenant-landlord  problem  be¬ 
cause  of  precedent  in  this  market  and 
the  substantial  influence,  under  a  rela¬ 
tively  short  base-forming  period,  of  dis¬ 
ruption  in  deliveries  caused  by  accidental 
or  unusual  circumstances. 

Provision  should  be  made,  therefore, 
for  a  producer  to  transfer  his  entire  base 
to  another  person  if  such  person  asstunes 
the  ownership  or  operation  of  the  farm 
on  which  the  base  is  established.  In  the 
case  of  jointly  held  bases  provision 
should  be  made  for  the  transfer  of  the 
entire  base  to  one  of  the  joint  holders 
or  the  transfer  of  a  proportionate  share 
of  a  jointly  held  base  to  another  person 
if  such  latter  person  assumes  the  owner, 
ship  or  operation  of  the  farm  on  which 
the  base  to  be  transferred  was  estab¬ 
lished.  Under  these  proposed  rules  a 
tenant  will  be  in  a  positon  to  transfer 
his  portion  of  a  jointly  held  base  to  a 
new  tenant  who  may  assume  the  opera¬ 
tion  of  a  farm  on  which  the  jointly  held 
base  was  established.  Likewise,  if  the 
base  is  formed  in  the  name  of  the  tenant, 
such  base  may  be  taken  with  him  to 
another  farm.  The  tieing  of  bases  to 
the  farm  for  the  purpose  of  transfer  is 
administratively  feasible  in  this  market 
and  will  provide  a  reasonable  basis  for 
accommodating  persons  retiring,  enter¬ 
ing  military  service,  or  dissolving  part¬ 
nerships  and  landlord-tenant  arrange¬ 
ments. 

The  base  plan  should  be  .safeguarded 
by  precluding  the  duplication  of  the  base 
credit  that  could  result  from  the  provi¬ 
sions  for  the  transfer  of  bases  and  the 
establishment  of  a  full  base  on  a  mini¬ 
mum  of  120  of  the  180  days  in  the  base¬ 
forming  period.  When  a  base  is  trans¬ 
ferred  and  is  to  be  combined  with  a  b€ise 
held  by  the  transferee,  the  total  producer 
milk  deliveries  during  the  base-forming 
period  of  all  persons  in  whose  name  such 


bases  were  earned,  therefore,  should  be 
combined  and  the  total  milk  deliveries 
of  such  persons  to  be  divided  by  the  num¬ 
ber  of  days  from  the  earliest  date  of  de¬ 
livery  during  the  base-forming  period  by 
any  of  such  persons  to  the  last  day  of 
the  base-forming  period. 

Similarly,  if  a  producer  ceases  to  de¬ 
liver  milk  in  his  name  during  the  base¬ 
forming  period  but  milk  is  delivered  to 
a  pool  plant  from  the  same  dairy  pro- 
‘duction  facilities  during  the  remainder 
of  such  period,  the  base  earned  by  both 
producers  should  be  combined  as  set 
forth  above. 

The  transfer  of  a  base  should  be  effec¬ 
tive  only  on  the  first  day  of  the  month 
during  which  a  request  is  received  on 
forms  approved  by  the  market  adminis¬ 
trator  and  signed  by  the  person  trans- 
ferring  the  base  and  the  person  to  whom 
it  is  to  be  transferred. 

The  order  may  become  effective  after 
the  start  of  the  base-forming  period.  At 
some  later  time,  plants  may  become  asso¬ 
ciated  with  this  market  and  qualify  as 
pool  plants  after  the  start  of  the  base¬ 
forming  period.  In  order  that  the  base 
plan  will  be  effective  for  producers  at 
all  pool  plants  during  the  base-operating 
period,  provision  should  be  made  for  the 
assignment  of  a  base  to  each  producer  at 
such  plants  entering  the  market  in  ac¬ 
cordance  with  the  rules  applying  to  pro¬ 
ducers  supplying  plants  which  are  pool 
plants  during  the  entire  base-forming 
period.  The -operator  of  such  a  plant, 
of  course,  must  provide  the  market  ad¬ 
ministrator  with  adequate  records  of  de¬ 
liveries  of  individual  dairy  farmers  dur¬ 
ing  the  baSe-forming  period  for  the 
calculation  of  bases. 

In  view  of  the  almost  imiversal  use  of 
the  base  plan  in  this  area  and  the  issu¬ 
ance  of  this  recommended  decision  prior 
to  the  start  of  1959  base-forming  period, 
it  is  reasonable  to  expect  that  all  plants 
that  would  be  subject  to  full  regulation 
will  have  satisfactory  records  of  receipts 
from  individual  dairy  farmers  for  the 
determination  of  bases  to  take  effect  with 
the  effective  date  of  the  price  provisions 
of  the  order. 

The  uniform  prices,  including  base 
and  excess  prices,  should  be  computed 
for  milk  of  4.0  percent  butterfat.  This 
is  in  accordance  with  current  marketing 
practice  in  this  area. 

In  distributing  the  proceeds  to  pro¬ 
ducers  a  differential  should  be  applied, 
as  previously  discussed  herein,  to  rec¬ 
ognize  different  values  of  milk  in  ac¬ 
cordance  with  its  butterfat  content. 

Location  differentials,  heretofore  dis¬ 
cussed,  should  be  applied  to  the  price 
paid  producers  for  base  milk  during  the 
months  of  April  through  July  and  to  the 
imiform  price  during  other  months. 
Since  excess  milk  will  represent  producer 
milk  classified  principally  in  Class  II 
milk,  to  which  no  location  differential  is 
applicable  and  which  will  be  a  price  in 
line  with  the  competitive  price  for 
manufacturing  milk,  the  excess  price 
should  not  be  subject  to  a  location  dif¬ 
ferential. 

Handler*s  obligation  for  producer  milk 
and  producer-settlement  fund.  Because 
producers  will  receive  payment  at  the 
rate  of  the  marketwide  uniform  price (s) 
each  month  and  because  the  payment 
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-  due  from  each  handler  at  the  applicable 
class  prices  may  be  more  or  less  than 
he  is  required  to  pay  directly  to  pro¬ 
ducers  or  cooperative  associations,  a 
producer-settlement  fund  should  be  es¬ 
tablished  to  equalize  this  difference. 

The  handler’s  total  obligation  to  pro¬ 
ducers  is  determined  by  applying  the 
class  prices  to  producer  milk  at  his  pool 
plant  (s)  and  adding  the  obligation,  if 
any,  of  compensatory  payments  on  other 
source  milk  and  from  the  reclassification 
of  beginning  inventory  (tentatively  clas¬ 
sified  as  Class  n  milk  at  the  end  of  the 
preceding  month)  which  is  allocated  to 
Class  I  milk  for  the  month.  The  order 
should  provide  a  method  for  the  deter¬ 
mination  and  reclassification  of  inven¬ 
tory  from  producer  milk  to  result  in  a 
cost  of  such  milk  identical  with  the  cost 
of  current  receipts  of  producer  milk  and 
a  determination  and  reclassification 
cost  of  inventory  from  unpriced  other 
source  milk  identical  with  the  compensa¬ 
tory  payments  on  current  receipts  of  un¬ 
priced  other  source  milk.  The  allocation 
of  inventory  to  producer  and  other 
source  milk  in  the  attached  order  follows 
the  same  allocation  procedure  as  is  used 
to  determine  the  classification 'of  pro¬ 
ducer  milk.  No  reclassification  charge 
will  result  on  inventory  from  milk  which 
originates  from  a  plant  under  another 
Federal  order  which  is  priced  as  Class  I 
milk  imder  such  order. 

Each  handler  whose  obligation  for 
producer  milk  is  greater  than  the  amount 
he  is  required  to  pay  producers  at  the 
applicable  uniform  prices  should  pay  the 
difference  into  the  producer-settlement 
fund  and  each  handler  whose  obligation 
for  producer  milk  is  less  than  the  ap¬ 
plicable  imiform  price  value  should  re¬ 
ceive  pasunent  of  the  difference  from  this 
fund.  For  administrative  convenience, 
pasrments  due  any  handler  should  be 
offset  by  payments  due  from  such 
handler. 

Experience  has  shown  that  it  is  neces¬ 
sary  for  eflBcient  functioning  of  the  pro¬ 
ducer-settlement  fund  to  set  aside  a 
reasonable  reserve  in  such  fund  at  the 
end  of  each  month  to  cover  minor  audit 
adjustments,  delayed  payments  or  other 
contingencies.  The  reserve,  which  would 
be  operated  as  a  revolving  fund  and  ad¬ 
justed  each  month,  is  established  in  the 
attached  order  at  not  less  than  four  or 
more  than  five  cents  per  hundredweight 
of  producer  milk  in  the  pool  for  the 
month. 

As  indicated  elsewhere  in  this  decision, 
compensatory  payments  received  by  the 
market  administrator  from  any  handler 
would  be  deposited  in  the  producer-set¬ 
tlement  fimd.  Such  deposits  would  be 
included  in  the  uniform  price  computa¬ 
tion  and  thereby  distributed  to  all 
producers. 

Payment  to  producers.  Each  handler 
should  be  required  to  pay  each  producer 
for  milk  received  from  such  producer 
and  for  which  payment  is  not  made  to  a 
cooperative  association  at  not  less  than 
the  applicable  uniform  price  (s)  on  or 
before  the  16th  day  after  the  end  of  each 
month.  Since  it  has  been  the  practice 
in  this  area  for  handlers  to  pay  pro¬ 
ducers  semi-monthly,  provision  should 
be  made  for  partial  payments  to  pro¬ 
ducers  on  or  before  the  last  day  of  each 


month  for  milk  delivered  during  the  first 
15  days  of  such  month  at  not  less  than 
the  Class  n  price  for  the  preceding 
month  rounded  to  the  next  lowest  dollar 
or  half-dollar  without  adjustment  for 
butterfat  content,  hauling  and  other 
deductions. 

Provision  should  be  made  for  a  co¬ 
operative  association  to  receive  payment 
for  the  producer  milk  which  it  causes 
to  be  delivered  to  a  pool  plant.  The  tak¬ 
ing  of  title  to  milk  of  its  members  and 
the  blending  of  the  proceeds  from  the 
sale  of  such  milk,  as  is  provided  by  the 
Act,  will  tend  to  promote  the  orderly 
marketing  of  milk.  Cooperative  associa¬ 
tions  will  be  assisted  in  discharging  their 
responsibility  to  their  members  and  to 
the  market.  Such  function  can  be  ac¬ 
complished  more  expediently  if  an  asso¬ 
ciation  is  collecting  payments  for  the 
sale  of  its  member’s  milk.  Each  handler, 
therefore,  should  be  required,  if  re¬ 
quested  in  writing  by  a  cooperative 
association  which  the  market  admin¬ 
istrator  determines  is  authorized  to  col¬ 
lect  payment  for  its  member  milk  and 
has  furnished  a  written  promise  to 
reimburse  the  handler  for  any  improper 
claims  on  the  part  of  the  cooperative, 
to  pay  such  association  an  amount  equal 
to  the  sum  of  the  individual  payments 
otherwise  payable  to  such  producers. 
Handlers  should  be  required  to  make 
such  payments  to  the  cooperative  asso¬ 
ciation  on  or  before  the  25th  day  of  the 
month  for  milk  received  during  the  first 
15  days  of  the  month  and  make  the  final 
settlement  for  milk  received  during  the 
month  on  or  before  the  14th  day  of  the 
following  month. 

Provision  should  be  made  for  the  han¬ 
dler,  if  authorized  by  the  producer,  to 
make  bona  fide  deductions  for  goods  or 
services  furnished  to,  or  for  payments 
made  on  behalf  of,  the  producer.  At  the 
time  of  final  settlement  for  producer 
milk,  the  handler  should  be  required  to 
furnish  to  each  producer  a  supporting 
statement  showing  the  pounds  and  but¬ 
terfat  test  of  milk  received  from  him,  the 
rate(s)  of  payment  for  such  milk  and  a 
description  of  any  deductions  claimed  by 
the  handler. 

(e)  Other  administrative  provisions. 
Certain  other  provisions  are  needed  in 
the  order  to  carry  out  the  administrative 
steps  necessary  to  accomplish  the  pur¬ 
poses  of  the  proposed  regulation. 

(1)  Terms  and  definitions.  In  addi¬ 
tion  to  the  definitions  discussed  earlier 
in  this  decision  which  define  the  scope 
of  the  regulation,  certain  other  terms 
and  definitions  are  desirable  in  the  in¬ 
terest  of  brevity  and  to  assure  that  each 
usage  of  the  term  implies  the  same 
meaning  throughout  the  order. 

(2)  Market  administrator.  Provision 
is  made  for  the  appointment  by  the  Sec¬ 
retary  of  a  market  administrator  to  ad¬ 
minister  the  order  and  to  describe  the 
powers  and  duties  essential  to  the  proper 
functioning  of  his  office. 

(3)  Records  and  reports.  Provisions 
are  included  in  the  order  which  notify 
handlers  that  they  are  required  to  main¬ 
tain  adequate  records  of  their  operations 
and  to  make  the  reports  necessary  to 
establish  the  proper  classification  and 
pricing  of  producer  milk  and  payments 
due  producers  for  such  milk.  Time  limits 
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must  be  prescribed  for  filing  such  rean*. 
and  for  making  payments  to  praSS? 
Dates  must  be  established  for  the^ 
nouncement  of  prices  by  the  nuiSl 
administrator. 

Minor  modification  of  some  of  s,hi. 
dates  previously  recommended  shouMj 
made  to  provide  a  more  reasonable  pSS- 
of  time  for  the  announcement  of 
computation  of  the  pool  and 
coordination  in  the  dates  for  compleST 
of  certain  payments. 

Handlers  should  maintain  and  oib 
available  to  the  market  administrS 
(a)  all  records  and  accounts  of  thelr^ 
erations,  including  financial  records,  ^ 
such  facilities  he  may  deem  necessaryS 
determine  the  accuracy  of  the  inforat 
tion  submitted  by  the  handler,  and  (b) 
any  other  information  upon  which  thi 
classification  of  producer  milk  depea* 
The  market  administrator  likewise  mad 
be  permitted  to  check  the  accuracy  d 
weights  and  tests  of  milk  and  milk  prod, 
ucts  received  and  handled,  and  to  veiiiy 
all  payments  required  under  the  order. 

There  may  be  instances  in  which  i 
handler,  wittingly  or  unwittingly,  faflg  to 
report  all  receipts  and/or  sales  of  milk 
In  such  cases,  it  is  necessary  for  thi 
market  administrator  to  have  access  to 
the  financial  as  well  as  other  pertineot 
records  as  a  means  of  discovering  omis. 
sions  or  inaccuracies  in  accounting  idr 
milk  under  the  order.  Assuring  propcs 
accounting  for  milk  is  an  important  fea. 
ture  of  an  order ;  thus,  it  is  essential  tbit 
the  market  administrator  have  access  to 
any  and  all  records  necessary  for  him  to 
properly  perform  his  duty  and  broad  u* 
thority  is  granted,  in  this  respect,  unda 
the  Agricultural  Marketing  Agreement 
Act  of  1937,  as  amended. 

It  is  necessary  that  handlers  retak 
records  to  prove  the  utilization  of  the 
milk  received  from  producers  and  that 
proper  payments  were  made  therefet 
Since  the  books  of  all  handlers  associated 
with  the  market  cannot  be  audited  im> 
mediately  after  the  milk  has  been  de* 
livered  to  a  plant,  it  is  necessary  ttud 
such  records  be  kept  for  a  reasonaUi 
period  of  time.  The  order  should  pro* 
vide,  however,  for  specific  limitationi  ot 
the  time  that  handlers  shall  be  required 
to  retain  their  books  and  records  and  of 
the  period  of  time  in  which  obligstioM 
under  the  order  should  terminate. ,  Pro¬ 
vision  made  in  this  regard  is  identkmliB 
principle  with  the  general  amendmesl 
made  to  all  milk  orders  in  operation  Juk 
30,  1947,  following  the  Secretary’s  d^ 
cision  of  January  26,  1949  (14  P.R  444). 
That  decision,  covering  the  retention  of 
records  and  limitations  of  claims,  k 
equally  applicable  in  this  situation  andk 
adopted  as  a  part  of  this  decisioa 

Without  a  provision  for  termination  of 
obligations  after  a  reasonable  period  of 
time  has  ehipsed,  handlers  may  flk 
claims  which,  because  the  period  invdfsd 
might  extend  back  over  many  yoft 
could  be  in  substantial  amounts.  Thk 
creates  uncertainties  which  would  »• 
danger  the  stability  of  the  market  and 
lead  to  serious  inequities.  The  ordK 
should  provide  that  any  obligation  to 
pay  a  handler  shall  terminate  two  yes» 
after  the  month  in  which  the 
received  if  an  under-payment  is  claimed, 
or  within  two  years  after  payment  wai 
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fuesday,  October  27,  1959 

A  it  A  refund  is  claimed,  unless  with- 
h  neriod  of  time  the  handler  files 
‘“'Son  pursuant  to  section  8c(15)  (A) 
Act  claiming  such  money.  Han- 
need  also  the  protection  of  pro- 
Ss  terminating  their  obligations  to 
’^oayments.'  Since  handlers  cannot 
#«rJ«amed  always  as  to  contingent 
■JwhS  it  is  extremely  difficult  and 
RSnsoine  for  them  to  make  adequate 
'Sion  therefor  by  setting  up  reserves 
Staking  other  precautionary  meas- 
Except  under  certain  extraordinary 
iSitions  such  as  litigation,  the  obliga- 
Sf  any  handler  to  pay  money  should 
Inate  two  years  after  the  day  of  the 
SEduring  which  the  market  admin- 
Stor  received  the  handler’s  report  of 
Stion  of  the  milk  involved  in  such 
Kion,  unless  within  such  two-year 
the  market  administrator  notifies 
ElJindler  in  writing  that  such  money 
Jdue  and  payable.  It  is  concluded  that, 
taieneral,  a  period  of  two  years  is  a 
“Enable  time  within  which  a  market 
Stolstrator  should  complete  his  audit¬ 
ing  and  inspection  work  and  render  any 
lilllings  for  money  due  under  the  order, 
prodslons  are  necessary  also,  as  con- 
{nlaed  in  the  order  included  herewith,  to 
meet  such  contingencies  as  failure  of  the 
Ijandler  to  submit  required  books  and 
rtcords  and  to  deal  with  situations  where 
Ifgud  or  willful  concealment  of  inf  orma- 
tionmay  be  involved. 

If  8  handler  fails  to  make  the  required 
reports  or  payments,  his  name  should 
be  publicly  announced  at  the  discretion 
of  the  market  administrator.  Such  an¬ 
nouncement  is  provided  for  by  the  Act, 
tod  it  is  concluded  that  its  adoption  will 
facilitate  enforcement  of  the  terms  of 


'  the  order. 

(4)  Marketing  services.  A  provision 
should  be  made  in  the  order  for  perform¬ 
ance  of  marketing  services  for  produc- 
en,  such  as  verifying  the  tests  and 
weights  of  producer  milk  and  furnishing 
market  information.  These  services 
should  be  provided  by  the  market  ad¬ 
ministrator  and  the  cost  should  be  borne 
by  producers  receiving  the  service.  If 
a  cooperative  association  is  performing 
such  services  for  its  member  producers, 
the  market  administrator  will  accept 
this  in  lieu  of  his  own  service. 

Orderly  marketing  will  be  promoted 
through  a  marketing  service  program  by 
assuring  individual  producers  that  pay¬ 
ments  received  by  theiji  for  their  milk 
are  in  accordance  with  the  pricing  pro- 
Tisions  of  this  order  and  accurately  re¬ 
flect  the  weights  and  tests  of  milk  de¬ 
livered.  Complete  verification  requires 
that  butterfat  tests  and  weights  of  indi¬ 
vidual  producers  deliveries  as  reported 
by  the  handler  are  proved  to  be  accurate. 

Dissemination  of  current  market  in- 
iormtlon  to  all  producers  will  promote 
dflciency  in  the  production,  utilization ' 
»nd  marketing  of  milk  and  should  be- 
Included  in  the  order  as  an  additional 
phase  of  the  marketing  service  program. 
’A  maximum  deduction  of  6  cents  per 
hundredweight  should  enable  the  market 
••knlnistrator  to  perform  the  val'ious 
J^keting  services  for  producers.  This 
•Wuction  will  apply  only  to  receipts  of 
“dlkfrom  producers  for  whom  he  renders 
®nrketlng  services.  If  experience  indi- 
eates  that  marketing  services  can  be 
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performed  at  a  lesser  rate,  provision  is 
made  for  the  Secretary  to  adjust  the  rate 
downward  without  the  necessity  of  a 
hearing. 

Any  cooperative  association  of  produc¬ 
ers  performing  marketing  services  for  its 
producer-members  shall  receive  such  de¬ 
ductions  as  the  membership  agreement 
authorizes  in  lieu  of  the  six-cent  maxi¬ 
mum  rate  deducted  from  payments  made 
to  nonmember  producers. 

(5)  Expense  of  administration.  Each 
handler  operating  a  pool  plant  should  be 
required  to  pay  the  market  administra¬ 
tor  as  his  pro  rata  share  of  the  cost  of 
administering  the  order  not  more  than 
four  cents  per  hundredweight,  or  such 
lesser  amount  as  the  Secretary  may  pre¬ 
scribe,  on  (1)  producer  milk,  and  (2) 
other  source  milk  which  is  classified  as 
Class  I,  except  other  source  milk  subject 
to  an  expense  of  administration  assess¬ 
ment  under  another  Federal  order. 
Handlers  operating  nonpool  plants 
should  be  assessed,  depending  on  the 
option  chosen  pursuant  to  §  1024.75,  on 
quantities  of  other  source  milk  disposed 
of  as  Class  I  milk  in  the  marketing  area 
on  routes  or  on  the  total  receipts  of 
Grade  A  milk  from  dairy  farmers  at 
the  plant  (not  subject  to  administrative 
expense  under  another  order)  and  other 
source  milk  which  would  be  classified  as 
Class  I  if  such  plant  were  a  pool  plant. 

The  market  administrator  must  have 
sufficient  funds  to  enable  him  to  admin¬ 
ister  properly  the  terms  of  the  order. 
The  Act  provides  that  cost  of  adminis¬ 
tration  shall  be  financed  through  assess¬ 
ments  on  handlers.  One  of  the  duties 
of  the  market  administrator  is  to  verify 
the  receipts  and  disposition  of  milk  from 
all  sources.  Equity  in  sharing  the  cost 
of  administration  of  the  order  among 
handlers,  including  nonpool  handlers, 
will  be  achieved  by  applying  the  ad¬ 
ministrative  assessment  in  the  above- 
described  manner. 

In  view  of  the  distances  involved  be¬ 
tween  plants  and  the  cost  of  administer¬ 
ing  orders  in  comparable  markets,  an 
assessment  rate  of  4  cents  per  hundred¬ 
weight  is  necessary  to  meet  the  expenses 
of  administration,  ^ovisions  should  be 
made  to  enable  the 'Secretary  to  reduce 
the  rate  of  assessment  below  the  4-cent 
maximum  rate  without  necessitating  an 
amendment  to  the  order.  This  should' 
be  done  at  such  time  that  experience 
reveals  that  a  lesser  rate  will  provide 
adequate  revenue  to  administer  the  order 
properly. 

Rulings  on  Proposed  Findings  and 
Conclusions 

Briefs  and  proposed  findings  and  con¬ 
clusions  were  filed  on  behalf  of  certain 
interested  parties  in  the  market.  These 
briefs,  proposed  findings,  and  conclu¬ 
sions  and  the  evidence  in  the  record 
were  considered  in  making  the  findings 
and  conclusions  set  forth  above. 

To  the  extent  that  the  suggested  find¬ 
ings  and  conclusions  filed  by  interested 
parties  are  inconsistent  with  the  findings 
and  conclusions  set  forth  herein,  the  re¬ 
quests  to  make  such  findings  or  to  reach 
such  conclusions  are  denied  for  the 
reasons  previously  stated  in  this  decision. 

General  findings,  (a)  The  proposed 
marketing  agreement  and  order  and  all 
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of  the  terms  and  conditions  thereof,  will 
tend  to  effectuate  the  declared  policy  of 
the  Act; 

(b)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order  are  such 
prices  as  will  reflect  the  aforesaid  fac¬ 
tors,  insure  a  sufficient  quantity  of  pure 
and  wholesome  milk,  and  be  in  the  public 
interest;  and 

(c)  'The  proposed  marketing  agree¬ 
ment  and  order  will  regulate  the  han¬ 
dling  of  milk  in  the  same  manner  as,  and 
will  be  applicable  to  persons  in  the  re-, 
spective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held. 

Rulings  on  exceptions.  In  arriving  at 
the  findings  and  conclusions,  and  the 
regulatory  provisions  of  this  decision, 
each  of  the  exceptions  received  was  care¬ 
fully  and  fully  considered  in  conjunction 
with  the  record  evidence  pertaining 
thereto.  To  the  extent  that  the  findings 
and  conclusions,  and  the  regulatory  pro¬ 
visions  of  this  decision  are  at  variance 
with  any  of  the  exceptions,  such  excep¬ 
tions  are  hereby  overruled  for  the  reasons 
previously  stated  in  this  decision. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof  are 
two  documents  entitled,  respectively, 
“Marketing  agreement  regulating  the 
handling  of  milk  in  the  Ohio  Valley 
marketing  area”,  and  “Order  regulating 
the  handling  of  milk  in  the  Ohio  Valley 
marketing  area”,  which  have  been  de¬ 
cided  upon  as  the  detailed  and  appro¬ 
priate  means  of  effectuating  the  fore¬ 
going  conclusions. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  attached 
order  which  will  be  published  with  this 
decision. 

Referendum  (yrder;  determination  of 
representative  period;  and  designation 
of  referendum  agent.  It  is  hereby  di¬ 
rected  that  a  referendum  be  conducted 
among  producers  to  determine  whether 
the  issuance  of  the  attached  order  regu¬ 
lating  the  handling  of  milk  in  the  Ohio 
Valley  marketing  area,  is  approved  or 
favored  by  the  producers,  as  defined 
under  the  terms  of  the  proposed  order, 
and  who,  during  the  representative  pe¬ 
riod,  were  engaged  in  the  production  of 
milk  for  sale  within  the  aforesaid  mar¬ 
keting  area. 

The  month  of  August  1959  is  hereby 
determined  to  be  the  representative  pe¬ 
riod  for  the  conduct  of  such  referendum. 

Andrew  T.  Radigan  is  hereby  desig¬ 
nated  agent  of  the  Secretary  to  conduct 
such  referendum  in  accordance  with  the 
procedure  for  the  conduct  of  referenda 
to  determine  producer  approval  of  milk 
marketing  orders  (15  F.R.  5177),  such 
referendum  to  be  completed  on  or  before 
the  30th  day  from  the  date  this  decision 
is  issued. 


'8708 


PROPOSED  RULE  MAKING 


Issued  at  Washington,  D.C^  this  22d 
day  of  October  1959. 


Clarence  L  Miller, 

Acting  Secretary, 

Order  ^  Regulating  the  Handling  of  Milk 
in  the  Ohio  Valley  Marketing  Area 
Sec. 

1024.0  Findings  and  determinations. 
DsFunnoNs 

1024.1  Act. 

1024.2  Department. 

1024.3  Secretary. 

1024.4  Person. 

1024.5  Cooperative  association. 

1024.6  Ohio  VaUey  marketing  area. 

1024.7  Fluid  milk  product. 

1024.8  Route. 

1024.9  Fluid  milk  plant. 

1024.10  Pool  plant. 

1024.11  Nonpocd  plant. 

1024.12  Producer. 

1024.13  Producer  milk. 

1024.14  Other  sotirce  milk. 

1024.15  Base  milk. 

1024.16  Excess  milk. 

1024.17  Handler. 

1024.18  Producer-handler. 

1024.19  Chicago  butter  price. 

1024.20  Nonfat  dry  milk  price. 

MAaKET  AOMnnSTEATOB 

1024.25  Designation. 

1024.26  Powers. 

1024.27  Duties. 


Repobts,  Records  and  Facilities 

1024.30  Reports  of  receipts  and  utilization. 

1024.31  Other  reports. 

1024.32  Records  and  facilities. 

1024.33  Retention  of  records. 

Classification 

1024.40  Skim  milk  and  butterfat  to  be 

classified. 

1024.41  Classes  of  utilization. 

1024.42  Shrinkage. 

1024.43  Responsibility  of  handlers. 

1024.44  Transfers. 

1024.45  Computation  of  skim  milk  and 

butterfat  in  each  class. 

1024.46  Allocation  of  skim  milk  and  butter¬ 

fat  classified. 

Minimum  Prices 


1024.50  Basic  formula  price. 

1024.51  Class  prices. 

1024.52  Butterfat  differentials  to  handlers. 

1024.53  Location  differentials  to  handlers. 

1024.54  Use  of  equivalent  prices. 

1024.55  Rate  of  payment  on  unpriced  milk. 

Determination  of  Base 

1024.60  Daily  average  base. 

1024.61  Base  rules. 


Determination  of  Uniform  Prices 

1024.70  Net  obligation  of  each  handler. 

1024.71  Computation  of  aggregate  value 

used  to  determine  uniform 
price(s) . 

1024.72  Computation  of  uniform  price. 

1024.73  Computation  of  uniform  prices  for 

base  milk  and  excess  miik, 

1024.74  Notification  of  handlers. 

1024.75  Obligation  of  handlers  operating  a 

fiuid  milk  plant  which  is  a  non¬ 
pool  plant. 

-1024.76  Plants  subject  to  other  Federal 
orders. 


I  *  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  S  900.14  of 
the  rules  of  practice  and  iirocedure  govern¬ 
ing  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 


Payments 

See. 

1024.80  Time  and  method  of  payment  for 

producer  milk. 

1024.81  Producer-settlement  fund. 

1024.82  Payments  to  the  producer-settle¬ 

ment  fund. 

1024.83  Payments  out  of  the  producer- 

settlement  fund. 

1024.84  Adjustment  of  errors  in  payment. 

1024.85  Butterfat  and  location  differentials 

to  producers. 

1024.86  Expenses  of  administration. 

1024.87  Marketing  services. 

1024.88  Termination  of  obligations. 

Miscellaneous  Provisions 

1024.90  Effective  time. 

1024.91  Suspension  or  termination. 

1024.92  Continuing  obligations. 

1024.93  Liquidation; 

1024.94  Agents. 

1024.95  Separability  of  provisions. 

Authoritt:  §§  1024.0  to  1024.95  issued  un¬ 
der  sec.  5,  49  Stat.  753,  as  amended,  7  U.S.C. 
608c. 

§  1024.0  Findings  and  determinations. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  pro¬ 
visions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  govern¬ 
ing  the  formulation  of  marketing  agree- 
ments  and  marketing  orders  (7  CFR  Part 
900),  a  public  hearing  was  held  upon  a 
proposed  marketing  agreement  and  a 
proposed  order  regulating  the  handling 
of  milk  in  the  Ohio  Valley  marketing 
area.  Upon  the  basis  of  the  evidence  in¬ 
troduced  at  such  hearing  and  the  record 
thereof,  it  is  found  that : 

(1)  The  said  order,  and  all  of  the 
terms  and  conditions  thereof,  will  tend 
to  effectuate  the  declared  policy  of  the 
Act; 

(2)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price  of 
feeds,  available  supplies  of  fee^,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order  are 
such  prices  as  will  reflect  the  aforesaid 
factors,  insure  a  sufficient  quantity  of 
pure  and  wholesome  milk  and  be  in  the 
public  interest; 

(3)  The  said  order  regulates  the  han¬ 
dling  of  milk  in  the  same  manner  as,  and 
is  applicable  only  to  persons  in  the  re¬ 
spective  classes  of  industrial  or  commer¬ 
cial  activity  specified  in  a  marketing 
agreement  upon  which  a  hearing  has 
been  held; 

(4)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  this  order, 
are  in  the  current  of  interstate  commerce 
or  directly  burden,  obstruct,  or  affect 
interstate  commerce  in  milk  and  its 
products;  and 

(5)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administra¬ 
tor  for  the  maintenance  and  functioning 
of  such  agency  will  require  the  payment 
by  each  handler,  as  his  pro  rata  share  of 
such  expense,  4  cents  per  hundredweight, 
or  such  amount  not  to  exceed  4  cents  per 
hundredweight  as  the  Secretary  may  pre¬ 
scribe,  with  respect  to  producer  milk  and 
other  source  milk  allocated  to  Class  I  at 
a  pool  plant  and  with  respect  to  milk  at 


a  fiuid  milk  plant  which  Is  a' no,,  | 
plant^  in  accordance  with  S 102175^ 


Order  relative  to  handling,  n  {, « 
fore  ordered.  That  on  and  after  the  I* 
tive  date  hereof,  the  handling  of 
the  Ohio  Valley  marketing^s?SfJ 
in  conformity  to.  and  in  compliar^^ 
the  following  terms  and  con^ioS.™ 
Definitions 


§  1024.1  Act. 


“Act”  means  Public  Act  No  in  m 
Congress,  as  amended  and  as  re-eii! 
and  amended  by  the  AgriculhindSI 
keting  Agreement  Act  of  nji 
amended  (7  U.S.C.  601  et  seq.).  ’  * 

§  1024.2  Department. 

“Department”  means  the  Uniw 
States  Department  of  Agricaltael 
such  other  Federal  agency  authorised  I 
perform  the  price  reporting  funcSal 
specified  in  this  part.  ^ 

§  1024.3  Secretary. 


“Secretary”  means  the  Secretsiyg 
Agriculture  or  any  officer  or  emidomot 
the  United  States  authorized  to  exeitta 
the  powers  and  to  perform  the  duUeig 
the  said  Secretary  of  Agriculture. 

§  1024.4  Person. 

“Person”  means  any  individual,  pai(. 
nership,  corporation,  association  or  107 
other  business  unit. 

§  1024.5  Cooperative  association. 


“Cooperative  association”  means  ui 
cooperative  marketing  association  i 
producers  which  the .  Secretary  ds 
termines: 

•  (a)  To  be  qualified  pursuant  to  fin 

provisions  of  the  Act  of  Congress  i 
February  18,  1922,  as  amended,  knon 
as  the  “Capper-Volstead  Act,”  and 
(b)  To  have  full  authority  in  thesik 
of  milk  of  its  members  and  to  be  ea 
gaged  in  making  collective  sales  of  a 
marketing  milk  or  its  products  for  ki 
members. 


§  1024.6  Ohio  Valley  marketing  ara. 

“Ohio  Valley  marketing  area”  hereto* 
after  referred  to  as  the  “marketing  utt 
means  all .  territory  geographically  1> 
cated  within  the  perimeter  boundaitacf 
the  counties  of  Perry,  Spencer,  WarrleL 
Vanderburgh,  Posey,  Gibson,  Pike,  Ds- 
bois,  and  Crawford,  all  within  the  Still 
.of  Indiana  and  the  counties  of  Hendfr 
son,  Daviess,  Hancock,  BreckinriM; 
Grayson,  Ohio,  McLean,  Webster,  Unlog 
Hopkins  and  Muhlenburg,  all  wiUilnlto 
State  of  Kentucky,  including  all  munto 
ipal  corporations  and  institutions  owal 
or  operated  by  the  Federal,  State  or  keil 
governments  lying  wholly  or  partii2f 
within  such  areas. 


§  1024.7  Fluid  milk  product. 

“Fluid  milk  product”  means  the  ftnii 
form  of  milk,  skim  milk,  buttering 
milk  concentrates,  milk  drinks 
flavored),  cream  (including  sterllw 
cream) ,  or  any  mixture  of  milk,  skto 
milk  or  cream  (except  storage  crett 
aerated  cream  products,  ice  cream,  te 
milk  and  milk  shake  mixes,  eggnoi 
evaporated  or  condensed  milk  and 
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,  n^ucts  packaged  In  hermetically 
J5l  octal  contjanersK 

nj/.nte”  means  delivery  (including  dls- 
from  a  plant  store  or  from  a 
ffibution  point  and  distribution  by  a 
fSS  rfva  fluid  milk  product(s)  to  a 
J^Jale  or  retail  outlet (s)  other  than 

*•?')  Milk  plant  (s) ; 

(b)  Distribution  point(s) ;  or 
e  Ftood  processing  plant(s)  for  use 
ilber  than  for  fluid  consumption. 

1 1024.9  Flo***  *"‘*k  plant. 

-Fluid  milk  plant”  means  the  land, 
>„nHing8  surroundings,  facilities  and 
Somcnt  which  are  used  in  the  receipt, 
JnSuon,  or  processing  of  milk  which 
f^roved  by  a  duly  constituted  health 
J^rity  for  fluid  disposition  as  Grade 
imilk.and:  ' 

(i)  All  or  a  portion  of  such  milk  is 
fl)  disposed  of  during  the  month  in  the 
tea  of  a  fluid  milk  product(s)  in  the 
ittrkctiilg  area  on  a  route(s),  or  (2) 
pored  in  the  form  of  a  fluid  milk 
iR)duct(8)  to  a  plant  which  disposes  of 
^  as  described  in  subparagraph  (1)  of 
tie  paragraph. 

1 1024.10  Pool  plant. 

"Pool  plant”  means, a  fluid  milk  plant 
pe^the  conditions  of  paragraph  (a) 
•r  (b)  of  this  section,  except  a  plant  op¬ 
erated  by  a  producer-handler: 

(a)  Aoy  such  plant  from  which  the 
fluid  milk  products  disposed  of  on  a 
roate(8)  (either  directly  from  the  plant, 
through  vendors  or  distributing  points) 
are  equal  to  not  less  than  50  percent  of 
the  Grade  A  milk  (described  in  §  1024.12 
(a))  received  at  such  plant  from  dairy 
farmers  and  from  other  plants  during  the 
Dumth,  and  25  percent  or  more  of  such 
receipts  is  disposed  of  as  fluid  milk  prod¬ 
ucts  in  the  marketing  area  on  a  route  (s) , 
or 

(b)  Any  such  plant  which  receives 
(bade  A  milk  (described  in  §  1024.12(a) ) 
fran  dairy  farmers  and  from  which  fluid 
milk  products  equal  to  not  less  than  50 
percent  of  such  receipts  during  the 
month  are  moved  to  a  plant(s)  de- 
Kribed  in  paragraph  (a)  of  this  Section: 
Prodded,  That  if  such  shipments  are 
not  less  than  50  percent  of  the  receipts 
of  milk  from  such  dairy  farmers  at  such 
plant  during  the  period  of  September 
through  December,  such  plant  shall,  un- 
Iw  written  application  for  nonpool 
plant  status  is  received  by  the  market 
xbninistrator  from  the  operator  of  such 
Want  on^or  before  January  9  of  any 
year,  be  designated  as  a  pool  plant  dur¬ 
ing  the  months  of  January  through  Au¬ 
gust  of  such  year. 

i  1024.11  Nonpool  plant. 

"Nonpool  plant”  means  any  milk  re- 
wiving,  manufacturing,  processing  or 
lx>ttllng  plant  other  than  a  pool  plant. 

i  1024,12  Producer. 

"Producer”  means  any  person,  except 
g  producer-handler  or  a  person  with  re- 
IJirt  to  milk  produced  by  him  which 
■  fully  subject  to  the  pricing  and  pay- 
oent  provisions  of  another  order  issued 


pursuant  to  the  act,  who  prodi;ces  milk 
on  a  dairy  farm  which  is  approved  by  a 
duly  constituted  health  authority  for  the 
production  of  milk  for  fluid  disposition 
and  which  milk  is: 

(a)  Permitted  by  the  health  authority 

having  Jurisdiction  in  the  marketing 
area  to  be  labeled  and  disposed  of  as 
Grade  A  milk  in  the  marketing  area; 
and  « 

(b)  Received  during  the  month  at  a 
pool  plant  (including  milk  diverted  from 
a  pool  plant  to  a  nonpool  plant  pursuant 
to  the  conditions  set  forth  in  S  1024.13). 

§  1024.13  Producer  milk. 

“Producer  milk”  means  skim  milk  and  . 
butterfat  contained  in  milk: 

(a)  Received  at  a  pool  plant  directly 
from  producers; 

(b)  Diverted  for  the  account  of  the 
operator  of  a  pool  plant  to  another  pool 
plant  or  a  nonpool  plant;  or 

(c)  Diverted  for  the  account  of  a  co¬ 
operative  association  to  a  nonpool  plant: 
Provided.  That  this  deflnition  shall  not 
include  the  milk  of  any  person  during 
any  month  in  which  such  milk  is  di¬ 
verted  for  the  account  of  (1)  the  opera¬ 
tor  of  a  pool  plant  for  more  than  one- 
half  of  the  days  of  delivery  during  thd 
month;  or  (2)  a  cooperative  association 
for  more  than  one-half  of  the  days  of 
delivery  during  the  months  of  Augxist 
through  March:  And  provided  further. 
That  producer  milk  diverted  shall  be 
deemed  to  have  been  received  at  a  pool 
plant  at  the  same  location  as  the  pool 
plant  at  which  the  milk  was  last  received 
immediately  prior  to  diversion. 

§  1024.14  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  cohtained  in  or  repre¬ 
sented  by: 

(a)  Receipts  during  the  month  in  the 
form  of  a  fluid  milk  product,  except  (1) 
fluid  milk  products  received  from  pool 
plants,  (2)  producer  milk,  and  (3)  in¬ 
ventory  of  fluid  milk  products  at  the  be¬ 
ginning  of  the  month;  and 

(b)  Products  other  than  fluid  milk 
products  from  any  source  (including 
those  produced  at  the  plant)  which  are 
repackaged,  reprocessed  or  converted  to 
another  product  in  the  plant  or  for 
which  other  utilization  or  disposition  is 
not  established  pursuant  to  S  1024.32. 

§  1024.15  Base  milk. 

“Base  milk”  means  that  producer  milk 
received  from  a  producer  during  any  of 
the  months  of  April  through  July  which 
is  not  in  excess  of  such  producer’s  daily 
average  base  computed  pursuant  to 
§  1024.60  multiplied  by  the  number  of 
days  in  the  month. 

§  1024.16  Excess  milk. 

“Excess  milk”  means  that  producer 
milk  received  from  a  producer  during 
any  of  the  months  of  April  through  July 
which  is  in  excess  of  such  producer’s  base 
milk. 

§  1024.17  Handler. 

“Handler”  means  (a)  any  person  who 
operates  a  fluid  milk  plant,  and  (b)  any 
cooperative  association  with  respect  to 
milk  diverted  by  it  in  accordance  with 
the  conditions  set  forth  in  §  1024.13. 


§  1024.18  Producer-handler. 

‘Troducer-handler”  means  any  person 
who  processes  and  packages  milk  from 
his  own  farm  production,  who  distributes 
any  portion  of  such  milk  in  the  market¬ 
ing  area  on  a  route  smd  who  receives  no 
fluid  milk  products  from  other  dairy 
farmers  or  nonpool  plants:  Provided, 
That  such  person  provides  proof  satis¬ 
factory  to  the  market  administrator  that 
(a)  the  care  and  management  of  all  the 
dairy  animals  and  other  resources  neces¬ 
sary  to  produce  the  entire  amount  of 
fluid  milk  handled  (excluding  transfers 
from  pool  plants)  is  the  personal  enter¬ 
prise  of  and  at  the  personal  risk  of  such 
person,  and  (b)  the  operation  of  the 
processing  and  distributing  business  is 
the  personal  enterpr^  of  and  at  the  per¬ 
sonal  risk  of  such  person. 

§  1024.19  Chicago  hutter  price. 

“Chicago  butter  price”  mesins  the 
arithmetical  average,  as  computed  by  the" 
market  administrator,  of  the  daily 
wholesale  selling  prices  (using  the  mid¬ 
point  of  any  range  as  one  price)  per 
pound  of  Grade  A  (92-score)  bulk 
creamery  butter  at  Chicago  as  reported 
for  the  month  by  the  Department. 

§  1024.20  Nonfat  dry  milk  price. 

“Nonfat  dry  milk  price”  means  the 
arithmetical  average  of  the  weighted 
averages  of  the  carlot  prices  per  pound 
of  spray  and  roller  process  nonfat  dry 
milk  for  human  consiunption,  f.o.b. 
Chicago  area  manufacturing  plants,  as 
published  for  the  month  by  the 
Department. 

Market  Administrator 
§  1024.25  Designation. 

The  agency  for  the  administration  of 
this  part  shall  be  a  market  administra¬ 
tor,  selected  by  the  Secretary,  who  shall 
be  entitled  to  such  compensation  as  may 
be  determined  by,  and  shall  be  subject 
to  removal  at  the  discretion  of,  the 
Secretary. 

§  10^k26  Powers. 

The  market  administrator  shall  have 
the  powers  with  respect  to  this  part: 

(a)  To  administer  its  terms  and 
provisions; 

(b)  To  receive,  investigate,  and  report 
to  the  Secretary  complaints  of  violations; 

(a)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions;  and 

(d)  To  recommend  amendments  to 
the  Secretary. 

§  1024.27  DutiM. 

The  market  sidministrator  shall  per¬ 
form  all  duties  necessary  to  administer 
the  terms  and  provisions  of  this  part,  in¬ 
cluding,  but  not  limited  to,  the  following: , 

(a)  Within  45  days  following  the  date 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period  as  may  be  prescribed’ 
by  the  Secretary,  execute  and  deliver  to' 
the  Secretary  a  bond,  effective  as  of  the 
date  on  which  he  enters  upon  his  duties 
and  conditioned  upon  the  faithful  per-^ 
formance  of  such  duties,  in  an  amount 
and  with  surety  thereon  satisfactory  to 
the  Secretary; 

(b)  Employ  and  flx  the  compensation 
of  such  persons  as  may  be  necessary  to^ 
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enable  Mm  to  administer  its  terms  and 
provisions; 

(c)  Obtain  a  bcmd  in  a  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay,  out  of  the  funds  provided  by 
§  1024.86.  (1)  the  cost  of  his  bond  and  of 
the  bond  of  his  employees.  (2)  his  own 
compensation,  and  (3)  all  other  ex> 
penses,  except  those  incurred  under 
§  1024.87,  necessarily  incurred  by  him 
in  the  maintenance  and  functioning  of 
his  ofBce  and  in  the  performance  of  his 
duties; 

(e)  Keep  such  boolu  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  herein,  and  upon  request  by  the 
Secretary,  surrender  the  same  to  such 
other  person  as  the  Secretary  may  desig¬ 
nate; 

(f )  Publicly  disclose,  at  his  discretion, 
to  handlers  and  producers,  unless  other¬ 
wise  directed  by  the  Secretary,  the  name 
of  any  person  who,  after  the  day  upon 
which  he  is  required  to  perform  such 
acts,  has  not  made  (1)  reports  pursuant 
to  §§  1024.30  and  1024.31  or  (2)  pay¬ 
ments  pursuant  to  §§  1024.75,  1024.80, 
1024.82,  1024.84,  1024.86  and  1024.87; 

(g)  Submit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  required  by  the  Secretary; 

(h)  Prepare  and  make  available  for 
producers,  consumers,  and  handlers  such 
statistics  and  information  as  are  neces¬ 
sary  and  essential  to  the  prt^r  fimc- 
tioning  of  this  part  and  as  do  not  reveal 
confidential  information; 

(i)  Verify  all  reports  and  payments  of 
each  handler  by  audit  or  such  other  in¬ 
vestigation.  as  may  be  necessary,  of  such 
handler's  records  and  facilities  and  of 
the  records  and  facilities  of  any  other 
person  upon  whose  utilization  the  clas¬ 
sification  of  skim  milk  and  butterfat 
depends. 

(j)  On  or  before  the  date  specified 
herein,  publicly  announce  by  posting  in 
a  conspicuous  place  in  his  ofllce  and  by 
such  other  means  as  he  deems  appro¬ 
priate,  the  following:  (1)  The  8th  day  of 
each  month,  the  Class  I  price  and  butter- 
fat  differential  for  the  month,  the  Class 
n  price  and  butterfat  differential  for  the 
preceding  month;  and  (2)  the  11th  day 
of  each  month,  the  uniform  price  (s), 
and  the  producer  butterfat  differential 
for  the  preceding  month;  and 

(k)  On  or  before  the  15th  day  after 
the  end  of  each  month,  report  to  each 
cooperative  association,  upon  request  by 
such  association,  the  percentage  of  pro¬ 
ducer  milk  caused  to  be  delivered  by 
such  association  or  by  its  members 
which  was  used  in  each  class  by  each 
handler  receiving  any  such  milk.  For 
the  purpose  of  this  report  the  milk  so 
received  shall  be  prorated  to  each  class 
in  the  pr(H>ortic»i  that  the  total  receipts 
of  milk  fr(Mn  producers  by  such  handlers 
were  used  in  each  class. 

Reports,  Records  and  FACiLrnEs 

§  102430  Reports  of  receipts  and  ntili* 
zation. 

(a)  On  or  before  the  6th  day  after  the 
end  of  each  month,  or  not  later  than  the 


8th  day  after  the  end  of  the  month  if  the 
report  required  by  this  paragraph  is  de¬ 
livered  in  person  to  the  ofiBce  of  the 
market  administrator,  each  cooperative 
association  in  its  capacity  as  a  handler 
and  each  handler  with  respect  to  each  of 
his  pool  plants  shall  report  for  such 
month  to  the  maikiet  administrator  in 
the  detail  and  on  forms  prescribed  by  the 
market  administrator  the  following: 

(1)  The  total  pounds  of  skim  milk  and 
butterfat  contained  in  or  represented  by: 

(1)  Producer  milk,  including  for  the 
memths  of  April  through  July  the  ag¬ 
gregate  amount  of  b^e  milk; 

(ii)  Fluid  milk  products  received 
from  other  pool  plants; 

(iii)  Other  source  milk;  and 

*  (iv)  Inventories  of  fluid  milk  prod¬ 
ucts  at  the  beginning  and  end  of  the 
month. 

(2)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  this  section,  including  a 
separate  statement,  if  required  by  the 
market  administrator,  of  the  disposition 
of  Class  I  milk  outside  the  marketing 
area. 

(b)  Each  handler  operating  a  fluid 
milk  plant  pursuant  to  §  1024.9(a)  (1) 
which  is  a  nonpool  plant  shall  report 
on  or  before  the  applicable  date  speci¬ 
fied  in  paragraph  (a)  of  this  section  his 
receipts  of  milk  from  dairy  farmers  and 
all  other  sources  and  the  utilization  of 
such  receipts  in  accordance  with 
§  1024.40  as  prescribed  by  the  market  ad¬ 
ministrator. 

§  1024.31  Other  reports. 

(a)  Each  producer-handler  shall 
make  reports  to  the  market  adminis¬ 
trator  at  such  time  and  in  such  manner 
as  the  market  administrator  may  pre¬ 
scribe; 

(b)  Each  handler,  except  a  producer- 
handler,  shall  report  to  the  market  ad¬ 
ministrator  in  detail  and  on  forms  pre¬ 
scribed  by  the  market  administrator:' 

(1)  On  or  before  the  20th  day  after 
the  end  of  the  month  for  each  of  his 
pool  plants  and  for  each  fluid  milk  plant 
subject  to  §  1024.75(b)  his  producer  pay¬ 
roll  which  shall  show:  (i)  The  total 
pounds  of  milk  received  from  each  pro¬ 
ducer  or  dairy  farmer,  as  the  case  may 
be.  including  for  the  months  of  April 
through  July  the  total  pounds  of  base 
and  excess  milk  for  each  producer;  (ii) 
the  average  butterfat  content  of  such 
milk;  (iii)  the  days  for  which  milk  was 
received  from  each  producer  during 
September  through  December  if  less 
than  a  full  month;  and  (iv)  the  amount 
of  such  handler’s  payment  to  each  daii-y 
farmer,  producer  or  cooperative  associa¬ 
tion,  as  the  case  may  be,  together  with 
the  price  paid  per  himdredweight  and 
the  amount  and  nature  of  any  advance 
payments  and  deductions  authorized  by 
such  person;  and 

(2)  Such  other  information  as  the 
market  administrator  may  determine  to 
be  necessary  to  administer  this  part. 

§  1024.32  Records  and  facilities. 

Each  handler  shall  maintain  and  make 
available  to  the  market  administrator  or 
to  his  representative  during  the  usual 
hours  of  business  such  accounts  and 
records  of  his  operations,  together  with 


such  facilities  as  are  necessary  fnr 
market  administrator  to  verify  or 
lish  the  correct  data  with  respect 

(a)  The  receipt  and  utilization  , 

skim  milk  and  butterfat  jT  •* 

form  during  the  month; 

(b)  The  weights  and  butterfat  m 
other  content  of  all  milk,  skiminn! 
cream  and  other  mUk  products  hsi25 
during  the  month; 


(c)  The  pounds  of  skim  milk 
butterfat  contained  in  or  represented 
all  milk  products  on  hand 
ginning  and  end  of  each  month-  and  ^ 

(d)  Payments  to  dairy  farmers  m 

cooperative  associations  including^ 
amount  and  nature  of  any  deducani 
and  the  disbursement  of 
deducted.  ^  ** 


§  1024.33  Retention  of  records. 

All  books  and  records  required 
this  part  to  be  made  available 
market  administrator  shall  be  retail 
by  the  handler  for  a  period 
years  to  begin  at  the  end  of  the 
to  which  such  books  and  records  pv. 
tain:  Provided,  That  if ,  within 
three-year  period,  the  market 
trator  notifies  the  handler  in  writhe  tim 
the  retention  of  such  books  and  reoonk 
or  of  specified  books  and  records,  X 
necessary  in  connection  with  a  proceed, 
ing  under  section  8c  15(A)  of  the  Actor 
a  court  action  specified  in  such 
the  handler  shall  retain  such  books  and 
records,  or  specified  books  and  reeonh 
until  further  written  notification  fitn 
the  market  administrator.  In  eHhs 
case,  the  market  administrator  ghi 
fiuther  written  notification  to  the  ban* 
dler  promptly  upon  the  terminatkm  d 
the  litigation  or  when  the  records  sieoi 
longer  necessary  in  connection  theres^ 


Classification 


§  1024.40  Skim  milk  and  butterfat  tok 
classified. 


The  skim  milk  and  butterfat  to  be 
ported  pursuant  to  §  1024.30  shall  bi 
classified  each  month  pursuant  to  thi 
provisions  of  §§  1024.41  to  1024.45. 

§  1024.41  Classes  of  utilization* 

Subject  to  the  conditions,  set  forth  k 
§§  1024.42^to  1024.45,  the  classes  of  uti¬ 
lization  shall  be  as  follows: 

(a)  Class  I  milk  shall  be  all  skim  bA 

and  butterfat  (1)  disposed  of  fnmittt 
plant  in  the  form  of  fluid  milk  prodnrti 
except  those  classified  pursuant  to  pan¬ 
graph  (b)  (2)  of  this  section,  and  (X)  nd 
specifically  accounted  for  as  daa  n 
milk,  and  I 

(b)  Class  n  milk  shall  be  all  skim  ml 
and  butterfat  (1)  used  to  produce  uv 
product  other  than  a  fluid  milk  produi 
(2)  disposed  of  for  livestock  feed  mi 
skim  milk  (only)  dumped,  upon  pdR 
notice  as  prescribed  by  the  martet  li- 
ministrator,  (3)  in  cream  stored  ni 
frozen,  (4)  in  inventory  of  fluid  a* 
products  on  hand  at  the  «id  (rf  A 
month.  (5)  in  shrinkage  not  to  exce* 
one -half  of  one  percent  of  the  skim  m® 
and  butterfat,  respectively,  in  pnxW 
milk  physically  received  at  the  phil 
plus  one  and  one-half  percent  of  ^ 
receipts  and  of  the  receipts  of  skim 
and  butterfat  in  bulk  fluid  milk  produm 
from  pool  plants,  less  such  products  (ft- 
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in 


in  bulk  to  another 
shrinkage  of  other 


and  (6) 
iiurcc  milk. 

1102442  Shrinkage. 

Tn  i^DUting  shrinkage  for  the  pur- 
5  1024.41(b)  (5)  and  (6)  the 
administrator  shall  determine 
of  skim  milk  and  butter- 
‘'•^Uvely,  in  the  lollowing 


ht, 


•Sf  compute  total  shrinkage  at  each 
JJ  pint  by  subtracting  the  skim  milk 
Kiittprfat  respectively,  classified  as 
SifiSS  puSnt  to  §  1024.41(a)  (1) 
fidL  Class  n  milk  pursuant  to  §  1024.41 
Sffl)^).  (3).  and  (4)  (subject  to 
2  pro^  of  §  1024.43  to  §  1024.45) 
tom  the  receipts  of  the  skim  i^lk  and 
hrtterfat.  respectively,  required  to  be  re- 
Dorted  pursuant  to  §  1024.30 ; 

(b)  Prorate  the  total  shrinkage  of 
*kim  mUk  and  bqtterfat.  respectively, 
Mmouted  pursuant  to  paragraph  (a)  of 
Ste  section,  among  the  pounds  of  pro- 
Suwr  milk,  physically  received  at  such 
nknt  other  source  milk  received  in  the 
form  of  fluid  milk  products  in  bulk,  and 
fluid  milk  products  in  bulk  received  from 
other  pool  plants  in  excess  of  transfers  of 
such  products  in  bulk  to  other  plants. 

{ 1024.43  Responsibility  of  handlers. 

All  skim  milk  and  butterfat  shall  be 
classified  as  Class  I  milk,  u^ess  the 
liandler  who  first  receives  such  skim 
milk  or  butterfat  proves  to  the  market 
administrator  that  such  skim  milk  or 
butterfat  should  be  classified  as  Class 
nmllk. 


§  1024.44  Transfers. 

i  tniik  or  butterfat  disposed  of  by 
a  handler  from  a  pool  plant  shall  be 
classified  as  follows: 

j  (a)  As  Class  I  milk  if  transferred  or 
diverted  in  the  form  of  a  fiuid  milk 
IHtxIuct  to  another  pool  plant,  unless: 

(1)  utilization  in  another  class  is 
claimed  by  the  operator  of  both  plants 
In  their  reports  submitted  pursuant  to 
1 1024.30;  and 

(2)  The  transferee  plant  has  utiliza- 
ti(m  in  Class  n  milk  of  an  equivalent 
smmmt  of  skim  milk  and  butterfat,  re¬ 
spectively,  after  making  the  assignments 
pursuant  to  §  1024.46(a)  (1)  to  (4)  and 
the  corresponding  steps  of  §  1024.46(b) 
and  any  remaining  quantities  shall  be 
classified  as  Class  I  milk:  Provided,  That 
if  the  transferring  plant  has  other  source 
milk  during  the  month,  the  skim  milk 
or  butterfat  so  transferred  or  diverted 
mail  be  classified  at  both  plants  so  as  to 
allocate  the  highest  priced  available 
class  utilization  to  the  producer  milk  at 
toth  plants; 

(b)  As  Class  I  milk  if  transferred  or 
Averted  to  a  producer-handler  in  the 
form  of  a  fluid  milk  product; 

'(c)  As  Class  I  milk  if  transferred  or 
fflwrted  in  the  form  of  milk,  skim  milk, 
or  cream  in  bulk  to  a  nonpool  plant  lo- 
less  than  300  airline  miles  from 
other  the  Courthouse  in  Owensboro, 
Emtucky, or  Eh^ansville,  Indiana,  unless: 
.  Tho  handler  claims  classification 
n  in  his  report  submitted  to  the 
J^et  administrator  pursuant  to 


(2)  TTie  operator  of  the  nonpool  plant 
maintains  books  and  records  showing 
the  receipts  and  utilization  of  all  skim 
milk  and  butterfat  at^uch  plant  which 
are  made  available  if  requested  by  the 
market  administrator  for  verification; 

(3)  An  amount  of  skim  milk  and  but¬ 
terfat,  respectively,  of  not  less  than  that 
so  claimed  by  the  handler  was  used  in 
products  included  in  Class  n  milk; 

(4)  The  classification  reported  by  the 
handler  results  in  an  amount  of  skim 
milk  and  butterfat  in  Class  I  milk 
claimed  by  all  handlers  transferring  or 
diverting  milk  to  such  nonpool  plant  of 
not  less  than  the  amount  of  assignable 
Class  I  milk  remaining  after  the  follow¬ 
ing  computation: 

(i)  From  the  total  skim  milk  and  but¬ 
terfat.  respectively,  in  fiuid  milk  prod¬ 
ucts  disposed  of  fron^  such  nonpool  plant 
and  classified  as  Class  I  milk,  pursuant* 
to  the  classification  provisions  of  this 
order  applied  to  such  nonpool  plant,  sub¬ 
tract  the  skim  milk  and  butterfat  re¬ 
ceived  at  such  plant  directly  from  dairy 
farmers  who  are  approved  by  a  duly  con¬ 
stituted  health  authority  to  supply 
Grade  A  milk  and  who  the  market  ad¬ 
ministrator  determines  constitute  the 
regular  source  of  supply  for  such  non¬ 
pool  plant; 

(ii)  From  the  remaining  amount  of 
Class  I  milk,  subtract  the  skim  milk  and 
butterfat,  respectively,  in  fiuid  milk 
products  received  from  another  market 
and  which  is  classified  and  priced  as. 
Class  I  milk  pursuant  to  another  order' 
issued  pursuant  to  the  Act:  Provided, 
That  the  amount  subtracted  pursuant  to 
this  subdivision  shall  be>  limited  to  such 
market’s  pro  rata  share  of  such  re¬ 
mainder  based  on  the  total  receipts  of 
skim  milk  and  butterfat,  respectively, 
at  such  nonpool  plant  which  are  subject 
to  the  pricing  provisions  of  an  order  is¬ 
sued  pursuant  to  the  Act; 

(5)  If  the  skim  milk  and  butterfat, 
respectively,  transferred  by  all  handlers 
(including  transfers  from  fiuid  milk 
plants  subject  to  §  1024.75(b))  to  such 
a  nonpool  plant  and  reported  as  Class  I 
milk  is  less  than  the  skim  milk  and  but¬ 
terfat  assignable  to  Class  I  milk,  pur¬ 
suant  to  subparagraph  (4)  of  this  para¬ 
graph,  an  equivalent  amount  of  skim 
milk  and  butterfat  shall  be  reclassified  as 
Class  I  milk  pro  rata  in  accordance  with 
the  total  of  the  lower  price  classification 
reported  by  each  of  such  handlers; 

(d)  As  Class  I  milk  if  transferred  or 
diverted  in  the  iorm  of  milk,  skim  milk, 
or  cream  in  bulk  to  a  nonpool  plant  lo¬ 
cated  300  airline  miles  or  more  from 
either  the  Courthouse  in  Owensboro, 
Kentucky,  or  Evansville,  Indiana. 

§  1024.45  Computation  of  skim  milk 
and  butterfat  in  each  class. 

For  each  month,  the  market  adminis¬ 
trator  shall  correct  for  mathematical 
and  other  obvious  errors  the  monthly 
report  submitted  for  the  pool  plant  of 
each  handler  pursuant  to  S  1024.30  and 
compute  the  total  pounds  of  skim  milk 
and  butterfat,  respectively,  in  Class  I 
milk  and  Cfiass  n  milk  for  such  plant: 
Provided,  That  if  any  of  the  water  con¬ 
tained  in  the  milk  from  which  a  product 
is  made  is  removed  before  such  product 


Is  disposed  of  by  the  handler,  the  hun¬ 
dredweight  of  skim  milk  used  to  produce 
and  disposed  of  in  such  products  shall 
be  considered  to  be  an  amount  equivalent 
to  the  nonfat  solids  contained  in  such 
product,  plus  all  of  the  water  originally 
associated  with  such  solids. 

§  1024.46  Allocation  of  skim  milk  and 
butterfat  classified. 

(а)  The  poimds  of  skim  milk  remain¬ 
ing  in  each  class  after  making  the  follow¬ 
ing  computations  each  month  with  re¬ 
spect  to  each  pool  plant  of  each  handler, 
shall  be  the  poimds  of  skim  milk  in  such 
class  allocated  to  the  producer  milk  for 
such  month. 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  n  milk  the  shrinkage 
of  skim  milk  classified  as  Class  II  pur¬ 
suant  to  S  1024.41(b)  (5) ; 

(2)  Subtract  from  the  pounds  of  skim 

milk  in  Class  I  milk  the  pounds  of  skim 
milk  in  fiuid  milk  products  received  in 
consumer  packages,  not  larger  than  a 
gallon,  and  so  disposed  of,  if  such  skim 
milk  is  subject  to  the  Class  I  pricing  pro¬ 
visions  of  another  order  issued  pursuant 
to  the  Act;  i 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  Class  n  milk  the 
poimds  of  skim  milk  in  other  source  milk 
which  is  not  subject  to  the  Class  I  pric- . 
ing  provisions  of  an  order  issued  pur-, 
suant  to  the  Act:  Provided,  That  if  the 
pounds  of  skim  milk  to  be  substracted 
are  greater  than  the  remaining  pounds 
of  skim  milk  in  Class  n  milk,  the  balance 
shall  be  subtracted  from  the  pounds  of , 
skim  milk  in  Class  I  milk; 

(4)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  Class  n  milk  the 
pounds  of  skim  milk  in  other  source  milk 
received  in  the  form  of  a  fiuid  milk  prod¬ 
uct  in  bulk  and  which  was  subject  to  the 
Class  I  pricing  provisions  of  another, 
order  issued  pursuant  to  the  Act:  Pro¬ 
vided,  That  if  the  pounds  of  skim  milk 
to  be  subtracted  are  greater  than  the  re¬ 
maining  pounds  of  i^im  milk  in  Cfiass  n , 
milk,  the  balance  shall  be  subtracted' 
from  the  pounds  of  skim  milk  in  Class 
I  milk; 

(5)  Sublet  the  pounds  of  skim  milk 
in  fiuid  milB  products  received  from  other 
pool  plants  from  the  pounds  of  skim  milk 
remaining  in  the  class  to  which  assigned,  ‘ 
pursuant  to  S  1024.44(a) ; 

(б)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  Class  n  milk  the 
pounds  of  skim  milk  contained  in  in¬ 
ventory  of  fluid  milk  products  at  the 
beginning ^f  the  month:  Provided,  That 
if  the  poum^of  skim  milk  in  such  inven¬ 
tory  ’  except  Iriie  remaining  pounds  of 
skim  milwin  Class  n  milk,  the  balance 
shall  be  '^btracted  from  the  pounds  of 
skim  milk  remaining  in  Class  I  milk;  < 

(7)  Add  to  the  pounds  of  skim  milk 
remaining  in  Class  n  milk  the  pounds  of 
skim  milk  subtracted  pursuant  to  sub- 
paragraph  (1)  of  this  paragraph;  and 

(8)  If  the  pounds  of  skim  milk  re-' 
maining  in  all  classes  exceed  the  pounds 
of  skim  milk  in  milk  received  from  pro-] 
ducers,  subtract  such  excess  from  the 
pounds  of  skim  milk  remaining  in  series' 
beginning.,  with  (Hass  n  milk.  Any^ 
amount  so  subtracted  shall  be  known  as 
“overage”. 
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(b)  Determine  the  pounds  of  butterfat 
in  each  class  to  be  allocated  to  producer 
milk  in  the  manner  prescribed  in  para¬ 
graph  (a)  of  this  section  for  determining 
the  allocation  of  skim  milk  to  producer 
milk;  and 

(c)  Add  the  pounds  of  skim  milk  and 
pounds  of  butterfat  in  each  class  calcu¬ 
lated  pursuant  to  paragraphs  .  (a)  and 
(b)  of  this  section  and  determine  the 
percentage  of  butterfat  in  the  producer 
milk  allocated  to  each  class. 

Minxmttm  Prices 
§  1024.50  Basic  formula  price. 

The  basic  formula  price  shall  be  the 
higher  of  the  prices  as  computed  to 
the  nearest  one-tenth  of  a  cent  by  the 
market  administrator  pursuant  to  para¬ 
graphs  (a)  and  (b)  of  this  section: 

(a)  Add  an  amount,  computed  by 
multiplying  the  butterfat  difFerential 
computed  pursuant  to  §  1024.52(b),  by 
five,  to  the  arithmetical  average  of  the 
basic  (or  field)  prices  per  hundred¬ 
weight  reported  to  have  been  paid,  or 
to  be  paid,  for  milk  of  3.5  percent  butter¬ 
fat  content  received  from  farmers  dur¬ 
ing  the  month  at  the  following  places  for 
which  prices  are  reported  to  the  market 
ftdmini.st.ra.tor  or  to  the  Department  by 
the  companies  listed  below: 

Company  and  Location 

Borden,  Co.,  Mount  Pleasant,  Mich. 

Borden  Co.,  New  London,  Wis. 

Borden  Co.,  OrfordvUle,  Wis. 

Carnation  Co.,  Oconomowoc,  Wis. 

Carnation  Co..  Ricliland  Center,  Wis. 

Carnation  Co..  Sparta,  Mich. 

Pet  Milk  Co.,  Belleville,  Wis. 

Pet  Milk  Co.,  Coopersville,  Mich. 

Pet  Milk  Co.,  New  Glarus,  Wis. 

Pet  Milk  Co.,  Wayland,  Mich. 

White  Hoiise  Milk  Co.,  Manitowoc,  Wis. 

White  House  Milk  Co.,  West  Bend,  Wis. 

(b)  The  price  obtained  by  adding 
together  the  plus  amounts  calculated 
pursuant  to  subparagraphs  (1)  and  (2). 
of  this  paragraph: 

(1)  Multiply  the  Chicago  butter  price 
by  4.8;  and 

(2)  Prom  the  nonfat  dry  milk  price, 
subtract  5.5  cents  and  multiply  the  dif¬ 
ference  by  8.2. 

§  1024.51  Class  prices. 

Subject  tathe  provisions  of  §§  1024.52 
and  1024.53  the  minimum  class  prices 
for  producer  milk  per  hundredweight  for 
the  month  shall  be  determined  by  the 
market  administrator  as  follows: 

(a)  Class  I  milk.  The  price  for  Class 
I  milk  shall  be  the  basic  formula  price  for 
the  preceding  month  plus: 

( 1 )  During  the  18  months  immediately 
following  the  effective  date  of  this  sec¬ 
tion,  $1.15  for  each  of  the  months  of 
April  through  July  and  $1.38  for  each  of 
the  months  of  August  through  March; 
and 

(2)  Thereafter,  $1.10  for  each  of  the 
months  of  April  through  July  and  $1.33 
for  each  of  the  months  of  August  through 
March. 

(b)  Class  II  milk.  The  price  for  Class 
n  milk  shall  be: 

(1)  For  the  months  of  September 
through  February,  the  basic  formula 
.price  for  the  month;  and 


(2)  For  the  months  of  March  through 
August,  the  arithmetical  average  of  the 
basic  (or  field>  prices  paid  or  to  be  paid 
per  hundredweight  for  milk  of  4.0  per¬ 
cent  butterfat  content  for  manufactur¬ 
ing  purposes  and  received  from  farmers 
during  the  month  at  the  following  places 
for  which  prices  are  reported  to  the 
market  administrator  or  the  Department 
by  the  companies  listed  below  plus  20 
cents: 

Company  and  Location 

Producers’  Dairy  Marketing  Association, 
Orleans,  Ind. 

Kraft  Cheese  Co.,  Dale,  Ind. 

Swift  and  Co.,  Russellville,  Ky. 

Pet  Milk  Co.,  Bowling  Oreen,  Ky. 

Pet  Milk  Co.,  Mayfield,  Ky. 

§  1024.52  Butterfat  differentials  to  han¬ 
dlers. 

For  each  one-tenth  of  1  percent  that 
the  weighted  average  butterfat  test  of 
producer  milk  which  is  classified  in  each 
class  for  each  handler  is  more  or  less 
than  4.0  percent  there  shall  be  added 
to  or  subtracted  from,  as  the  case  may 
be,  the  price  for  such  class,  a  butterfat 
differential  determined  as  follows: 

(a)  Class  I  price.  Multiply  the  Chi¬ 
cago  butter  price  for  the  preceding 
month  by  0.122  for  each  of  the  months 
of  April  through  July  and  0.126  for  each 
of  the  months  of  August  through  March. 

(b)  Class  II  price.  Multiply  the  Chi¬ 
cago  butter  price  for  the  month  by  .120. 

§  1024.53  Location  differentials  to  han. 

'  dlers. 

For  producer  milk  which  is  received  at 
a  pool  plant  located  80  miles  or  more 
from  the  County  Courthouse  In  Evans¬ 
ville,  Ind.,  or  Owensboro,  Ky.,  which¬ 
ever  is  nearer,  by  the  shortest  hard¬ 
surfaced  highway  distance,  as  deter¬ 
mined  by  the  market  administrator,  and 
which  is  classified  as  Class  I  milk,  the 
price  specified  in  §  1024.51(a)  shall  be 
reduced  at  the  rate  set  forth  in  the  fol¬ 
lowing  schedule  according  to  the  location 
of  the  pool  plant  where  such  milk  is  re¬ 
ceived  from  producers: 

Rate  per 
Hundred- 

Distance  from  County  weight 

Courthouse  (miles)  (cents) 

80  but  less  than  90 _  13.0 

For  each  additional  10  mUes  or  fraction 

thereof  an  additional _ _  1. 5 

Provided,  That  for  the  purpose  of  cal¬ 
culating  such  location  differential,  fiuid 
milk  products  which  are  transferred  be¬ 
tween  pool  plants  shall  be  assigned  to 
any  remainder  of  Class  II  in  the  trans¬ 
feree  plant  after  making  the  calculations 
prescribed  in  §  1024.46(a)  (4),  and  the 
comparable  steps  in  §  1024.46(b)  for 
such  plant,  such  assignment  to  transfer¬ 
rer-plants  to  be  made  in  sequence  ac¬ 
cording  to  the  location  differential 
applicable  at  each  plant,  beginning  with 
the  plant  having  the  largest  differential. 

§  1024.54  Use  of  equivalent  prices. 

If  for  any  reason  a  price  quotation  re¬ 
quired  by  this  part  for  computing  class 
prices  or  for  other  purposes  is  not  avail¬ 
able  in  the  manner  described,  the  market 
administrator  shall*  use  a  price  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  the  price  which  is  required. 


§  payment  on 

The  rate  of  payment  per  huah- 
weight  on  unpriced  Class  I  mUk  sSu! 
calculated  as  follows: 

(a)  For  the  months  of  Aprfl  thmn* 
July,  subtract  the  Class  II  pric*  j 
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differential 
Class  I  location  differential  at  the  lo^ 
tion  of  the  plant  from  which  such  St 
is  supplied. 

(b)  For  the  months  of  August  throort 

March,  subtract  the  uniform  prk^ 
producers  from  the  Class  I  price  adjudi 
by  the  Class  I  location  differential 
location  of  the  plant  from  which 
milk  is  supplied. 

Determination  of  Base 
§  1024.60  Daily  average  base. 

Subject  to  the  ndes  set  f»th  h 
§  1024.61  the  daily  average  base  forttck 
producer  shall  be  calculated  by  divWin 
the  total  pounds  of  milk  received 
such  producer  at  a  pool  plant  (sl  diln 
the  months  of  September  through  PetaJ. 
ary  immediately  preceding,  by  the  rm- 
ber  of  days  from  the  first  day  for  whidt 
milk  is  received  from  such  produc® 
during  such  months  to  the  last  day  o( 
December  inclusive,  but  not  less  than  m 
days:  Provided,  Thkt  in  the  case  of  i 
producer  drhose  milk  is  received  it  i 
plant  which  becomes  a  pool  plant  duriig 
or  after  the  end  of  the  base-formiiE 
period,  and  which  has  records  of  mik 
receipts  satisfactory  to  the  market  ad< 
ministrator  for  the  determination  of  t 
base,  the  producer’s  base  shall  be  that 
which  would  have  been  calculated  fn 
such  producer  (exclusive  of  transfer!) 
for  the  entire  base-forming  period  I 
such  plant  had  been  a  pool  plant  duitg 
such  period. 

§  1024.61  Base  rules. 

The  following  rules  shall  apply  hi 
connection  with  the  establishment  ud 
assignment  of  bases. 

(a)  Subject  to  the  provisions  of  pan* 
graph  (b)  of  this  section,  the  market 
administrator  shall  assign  a  base  u 
calculated  pursuant  to  §  1024.60  to  each 
person  for  whose  account  producer  oik 
was  delivered  during  the  months  of  Se?- 
tember  through  February; 

(b)  If  a  producer  ceases  to  dellnr 
milk  in  his  name  between  September  1 
and  the  last  day  of  February,  but  xnilkk 
delivered  to  a  pool  plant  from  the  saioe 
dairy  production  facility  in  the  name  i 
another  producer  during  the  remalnte 
of  the  base-forming  period,  the  b« 
earned  by  both  producers  shall  be  com 
bined  in  the  manner  set  forth  in  para¬ 
graph  (c)  (3)  of  this  section  if  mik  b 
delivered  in  the  names  of  both  pia- 
ducers  during  any  of  the  immediatdf 
following  months  of  April  through  JnlT. 
and 

(c)  A  base  shall  be  transferred  from i 
person  holding  such  base  to  anotbo  po* 
son  as  of  the  end  of  the  month  dartt 
which  an  application  for  the  transfe^ 
such  base  is  received  by  the  market  » 
ministrator,  such  application  to  be  « 
forms  approved  by  the  market  adinii» 
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and  signed  by  the  base  holder  or 
hljrs  and  by  the  person  to  whom  such 
to  be  transferred  subject  to  the 

^°?ir^a^ba2^^s*held  jointly  and  such 
.  .«V  holding  is  terminated,  the  entire 
£‘£„lSe  transferred  to  one  of  the 

base  or  the  propor- 
Homte  share  of  a  Jointly  held  base  may 
^  transferred  to  another  person  if  such 
^Siassumes  the  ownership  or  opera- 
Jinrof  the  farm  on  which  the  base  to  be 
transferred  was  established,  and 

^  If  one  or  more  bases  are  trans- 
fpired  to  a  producer  already  holding  a 
which  was  either  earned  by  such 
nSSucer  or  transferred  to  him,  a  new 
base  shall  be  computed  by  adding  to- 
eether  the  total  producer  milk  deliveries 
during  the  base-forming  period  of  all 
arsons  in  whose  name  such  bases  were 
earned  and  dividing  the  total  by  the 
number  of  days  from  the  earliest  date 
of  delivery  during  the  base-forming 
period  by  any  of  such  persons  to  the  last 
day  of  February,  both  inclusive,  but  not 
less  than  120  days. 

Dktirmination  of  Uniform  Prices 

61024.70  Net  obligation  of  each  han- 
”  dler. 

The  net  obligation  of  each  handler  for 
producer  milk  received  during  the 
month  shall  be  a  sum  of  money  com¬ 
puted  by  the  market  administrator  as 

follows:  ,  ^  ^ 

(a)  Multiply  the  pounds  of  such  milk 
to  each  class  by  the  applicable  class 
price  and  add  together  the  resulting 
amounts; 

(b)  Add  an  amount  computed  by  mul¬ 
tiplying  the  pounds  of  any  average  de¬ 
ducted  from  each  class  pursuant  to 
1  1024.46(a)  (8)  by  the  applicable  class 
IMlce(s) ; 

(c)  Add  an  amount  computed  by  mul¬ 
tiplying  the  hundredweight  of  other 
source  milk  subtracted  from  Class  I  milk 
pursuant  to  §  1024.46(a)  (3)  and  the 
corresponding  step  in  §  1024.46(b)  by  the 
rate  of  payment  determined  pursuant  to 
{ 1024.55  applicable  to  milk  at  the  nearest 
plant(s)  from  which  an  equivalent 
amount  of  other  source  milk  was  re¬ 
ceived:  Provided.  That  if  the  source  of 
any  such  fluid  milk  product  is  not  clearly 
established  or  if  such  skim  milk  and  but- 
terfat  is  in  a  form  other  than  a  fluid  milk 
product,  such  product  shall  be  considered 
to  have  been  received  from  a  source  at 
the  location  of  the  pool  plant  where  it  is 
classified;  and 

(d)  Add  the  amounts  computed  under 
subparagraphs  (1)  and  (2)  of  this  para¬ 
graph: 

(1)  Multiply  the  difference  between 
the  applicable  Class  II  price  for  the  pre¬ 
ceding  month  and  the  applicable  Class 
I  price  for  the  month  by  the  pounds  of 
skim  milk  and  butterfat  remaining  in 
Class  n  milk  after  the  calculations  pur¬ 
suant  to  §  1024.46(a)  (6)  and  the  corre¬ 
sponding  step  of  §  1024.46(b)  for  the  pre¬ 
ceding  month,  or  the  pounds  of  skim  milk 
sad  butterfat  subtracted  from  Class  I 
imlk  pursuant  to  §  1024.46(a)  (6)  and  the 
corresponding  step  of  §  1024.46(b)  for 
the  month,  whichever  is  less;  and 
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(2)  If  the  pounds  on  which  payment 
Is  applicable  pursuant  to  subparagraph 
(1)  of  this  paragraph  are  less  than  the 
pounds  subtracted  from  Class  I  milk  pur¬ 
suant  to  §  1024.46(a)(6)  for  the  month, 
add  an  additional  amount  computed  by 
multiplsdng  the  rate  of  payment  pursu¬ 
ant  to  §  1024.55  by  such  difference  to  the 
extent  that  the  pounds  of  skim  milk  and 
butterfat  in  other  source  milk  assigned 
to  Class  n  milk  pursuant  to  §  1024.46 

(a)  (3)  and  the  corresponding  step  of 
§  1024.46(b)  for  the  preceding  month 
exceeds  the  total  pounds  of  skim  milk 
and  butterfat  classified  as  Class  II  milk 
pursuant  to  §  1024.41(b)  (1),  (2),  (3), 
and  (6)  (subject  to  the  provisions  of 
§  1024.44)  for  such  preceding  month. 

§  1024.71  Computation  of  aggregate 
value  used  to  determine  uniform 
price  (s). 

For  each  month,  the  market  adminis-* 
trator  shall  compute  an  aggregate  value 
from  which  to  determine  the  uniform 
price  (s)  per  hundredweight  for  producer 
milk  of  4.0  percent  butterfat  content  as 
follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  §  1024.70  for  the 
pool  plants  of  all  handlers  who  made  the 
reports  prescribed  in  §  1024.30  and  who 
made  the  payments  pursuant  to 
§§  1024.80  and  1024.82  for  the  preceding 
month; 

(b)  Add  the  aggregate  of  the  values  of 
location  adjustments  on  producer  milk 
pursuant  to  §  1024.85(b)  for  such  han¬ 
dlers; 

(c)  Add  an  amount  equal  to  one-half 
of  the  unobligated  cash  balance  in  the 
producer-settlement  fund; 

(d)  Subtract  if  the  average  butterfat 
content  of  producer  milk  included  in 
these  computations  is  greater  than  4.0 
percent,  or  add  if  such  average  butterfat 
content  is  less  than  4.0  percent,  an 
amount  computed  by  multiplying  the 
amount  by  which  the  average  butterfat 
content  of  such  milk  varies  from  4.0 
percent  by  the  butterfat  differential 
computed  pursuant  to  §  1024.85  and 
multiplying  the  resulting  figure  by  the 
total  hundredweight  of  such  milk. 

§  1024.72  Computation  of  uniform 
^  price. 

For  each  of  the  months  of  August 
through  March,  the  market  adminis¬ 
trator  shall  compute  the  uniform  price 
per  hundredweight  for  producer  milk  of 
4.0  percent  butterfat  content  as  follows: 

(a)  Divide  the  aggregate  value  com¬ 
puted  pursuant  to  §  1024.71  by  the  total 
hundredweight  of  producer  milk  in¬ 
cluded  in  such  computation;  and 

(b)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents. 

§  1024.73  Computation  of  uniform 
prices  for  base  milk  and  excess  milk. 

For  each  of  the  months  of  April 
through  July,  the  market  administrator 
shall  compute  the  uniform  prices  per 
hundredweight  for  base  milk  and  for 
excess  milk,  each  of  4.0  percent  butter¬ 
fat  content,  as  follows: 

(a)  Compute  the  total  value  on  a  4.0 
percent  butterfat  basis  of  excess  milk 
included  in  the  computations  pursuant 


to  §  1024.71  by  multiplying  the  hundred¬ 
weight  of  such  milk  not  in  excess  of  the 
total  pounds  of  Class  II  milk  included 
in  such  computations  by  the  price  for 
Class  n  milk  of  4.0  percent  butterfat 
content,  multiplying  the  hundredweight 
of  such  milk  in  excess  of  the  total  hun¬ 
dredweight  of  such  Class  II  milk  by  the 
price  for  Class  I  milk  of  4.0  percent  but¬ 
terfat  content,  and  add  together  the 
resulting  amounts ; 

(b)  Divide  the  total  value  of  excess 
milk  obtained  in  paragraph  (a)  of  this 
section  by  the  total  hundredweight  of 
such  milk  and  adjust  to  the  nearest  cent. 
The  resulting  figure  shall  be  the  uniform 
price  for  excess  milk  of  4.0  percent  but¬ 
terfat  content ; 

(c)  Subtract  the  value  of  excess  milk 
at  the  uniform  price  determined  in  para¬ 
graph  (b)  of  this  section  from  the  ag¬ 
gregate  value  of  milk  computed  pursuant 
to  §  1024.71; 

(d)  Divide  the  amount  obtained  In 
paragraph  (c)  of  this  section  by  the  to¬ 
tal  hundredweight  of  base  milk  included 
in  the  computations  pursuant  to 
§  1024.71 ;  and 

(e)  Subtract  not  less  than  4  cents  nor 
morf  than  5  cents  from  the  amoimt  com¬ 
puted  pursuant  to  paragraph  (d)  of  this 
section.  The  resulting  figure  shall  be  the 
uniform  price  for  base  milk  of  4.0  per¬ 
cent  butterfat  content. 

§  1024.74  Notification  of  handlers. 

The  market  administrator  shall: 

(a)  On  or  before  the  11th  day  after 
the  end  of  each  month,  notify  each  han¬ 
dler  who  operates  a  pool  plant: 

(1)  The  amount  and  value  of  his  milk 
in  each  class  pursuant  to  §  1024.70; 

(2)  The  amount  due  the  producer-set¬ 
tlement  fund  pursuant  to  §  1024.82;  and 

(3)  The  amount  to  be  paid  by  such 
handler  pursuant  to  §  1024.86. 

(b)  On  or  before  the  20th  day  after 
the  end  of  each  month,  notify  each  han¬ 
dler  who  operates  a  fluid  milk  plant,  not 
a  pool  plant  the  amount  due  the  pro¬ 
ducer-settlement  fund  and  the  amount 
due  for  administrative  assessn^ent  pur¬ 
suant  to  §  1024.75. 

§  1024.75  Obligation  of  handlers  oper¬ 
ating  a  fluid  milk  plant  which  is  a 
nonpool  plant. 

On  or  before  the  25th  day  after  the 
end  of  each  month,  each  handler,  except 
a  producer  handler,  operating  a  fiuid 
milk  plant  pursuant  to  §  1024.9(a)  (1) 
which  is  a  nonpool  plant,  shall  pay  to 
the  market  administrator  the  amoimts 
computed  pursuant  to  paragraph  (a)  of 
this  section,  unless  the  handler  elects 
at  the  time  of  reporting  pursuant  to 
§  1024.30  to  pay  the  amounts  computed 
pursuant  to  paragraph  (b)  of  this  section. 

(a)  An  amount  (1)  for  deposit  in  the 
producer -settlement  fund,  equal  to  the 
rate  of  payment  on  unpriced  milk  pur¬ 
suant  to  §  1024.55  multiplied  by  the 
hundredweight  of  skim  milk  and  butter¬ 
fat  disposed  of  from  such  plant  as  Clsiss 
I  milk  (computed  in  accordance  with 
S  1024.45)  in  the  marketing  area  on 
routes  during  such  month;  and  (2)  for 
administrative  assessment,  equal  to  the 
rate  specified  in  §  1024.86  applied  to  such 
Class  I  milk  unless  an  administrative  ex- 
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X>eiise  assessment  is  applied  at  such  plsmt, 
pursuant  to  another  order  issued  pur> 
suant  to  the  Act.  as  a  fully  regulated 
(pool)  plant  under  such  order;  and 

(b)  An  amoimt  (1)  for  deposit  into 
the  producer-settlement  fund,  equal  to 
any  plus  amoimt  remaining  after  de¬ 
ducting  from  the  obligation  that  would 
have  been  computed  pursuant  to 
§  1024.70  for  such  nonpool  plant  and  any 
supply  plant  (s)  (meeting  the  require¬ 
ments  equivalent  to  §  1024.10(b) )  which 
serves  as  a  source  of  milk  for  such  non¬ 
pool  plant,  if  such  plant  (s)  were  a  pool 
plant (s),  (i)  the  gross  payments  made 
on  or  beforexthe  18th  day  after  the  end 
of  the  month  for  milk  received  at  such 
plant(s)  during  the  month  from  dairy 
farmers  meeting  the  conditions  in 
S  1024.12(a),  and  (ii)  any  obligations 
incurred  in  accordance  with  provisions 
similar  to  those  contained  in  this  sub- 
paragraph  or  paragraph  (a)  (1)  of  this 
section  applicable  to  such  plant  as  a 
partially  regulated  plant  under  another 
order  issued  pursuant  to  the  Act:  Pro- 
vided,  That  in  the  application  of 
S  1024.44  for  the  purpose  of  this  sub- 
paragraph,  transfers  or  diversions  of 
milk  from  such  milk  plant(s)  to  a  pool 
plant  shall  be  classified  as  Class  I  and 
CHass  n  milk  in  the  same  ratio  as  other 
source  milk  is  allocated  to  each  class  in 
such  pool  plant  pursuant  to  §  1024.46(a) 
(3)  and  the  corresponding  step  of  (b) ; 
And  provided  further.  In  the  application 
of  §  1024.46(a)  (5)  and  the  corresponding 
step  of  §  1024.46(b),  receipts  of  fluid 
milk  products  at  such  fluid  milk  plant(s) 
from  a  pool  plant(s)  shall  be  allocated 
from  the  class  in  which  such  products 
are  classified  at  the  pool  plant  pursuant 
to  §  1042.44  (c)  or  (d) ;  and  (2)  for  ad¬ 
ministrative  assessment,  equal  to  the 
amount  which  would  have  been  com¬ 
puted  pursuant  to  §  1024.86  if  such  fluid 
milk  plant  were  a  pool  plant  during  the 
month:  Provided,  That  such  amount 
shall  be  reduced  by  any  amounts  paid  as 
an  administrative  expense  assessment 
determined  on  the  basis  of  Class  I  milk 
disposed  of  on  routes  in  other  marketing 
areas,  pursuant  to  the  terms  of  other  or¬ 
ders  issued  under  the  Act:  And  provided 
further.  That  (i)  if  less  Class  I  milk  is 
disposed  of  from  such  plant  on  routes 
in  the  Ohio  Valley  marketing  area  than 
is  disposed  of  on  routes  in  another  mar¬ 
keting  area(s)  as  defined  in  an  order(s) 
issued  pursuant  to  the  Act.  and  (ii)  if 
an  administrative  expense  assessment  is 
applied  at  such  plant  as  if  a  fully  regu¬ 
lated  (pool)  plant  under  the  order  for  the 
marketing  area  where  the  volume  of 
Class  I  milk  disposed  of  from  such  plant 
is  greatest,  no  administrative  expense  as¬ 
sessment  shall  be  applicable  under  this 
order. 

§  1024.76  Plants  subject  to  other  Fed¬ 
eral  orders. 

The  provisions  of  this  part  shall  not 
apply  to  a  milk  plant  during  any  month 
in  which  the  milk  at  such  plant  would  be 
subject  to  the  classification  and  pricing 
provisions  of  another  order  issued  pur¬ 
suant  to  the  Act  unless  such  plant  meets 
the  requirements  for  a  poo’  ’^lant  pur¬ 
suant  to  §  1024.10  and  a  greater  total 
volume  of  fluid  milk  products  is  disposed 
of  from  such  plant  to  pool  plants  and  in 


the  Ohio  Valley  marketing  area  on  routes 
than  in  the  marketing  area  regulated 
pursuant  to  such  other  order  during  the 
month  and  each  of  the  three  months, 
immediately  preceding:  Provided,  That 
the  operator  of  a  plant  which  is  exempt 
from  the  provisions  of  this  part  pur¬ 
suant  to  t^  section  shall,  with  respect 
to  the  total  receipts  and  utilization  or 
disposition  of  skim  milk  and  butterfat 
at  the  plant,  make  reports  to  the  market 
administrator  at  such  time  and  in  such 
manner  as  the  market  administrator  may 
require  and  allow  verification  of  such 
reports  by  the  market  administrator. 

Payments 

§  1024.80  Time  and  method  of  pay¬ 
ments  for  producer  milk. 

(a)  Except  as  provided  in  paragraph 

(c)  of  this  section,  each  handler  shall 
pay  on  or  before  the  last  day  of  each 
month  each  producer  for  producer  milk 
received  from  him  during  the  first  15 
days  of  such  month  at  not  less  than  the 
C?lass  n  price  for  the  preceding  month 
rounded  to  the  next  lower  dollar  or  half 
dollar  as  the  case  may  be  and  without 
adjustment  for  butterfat  content,  haul¬ 
ing  or  other  deductions; 

(b)  Except  as  provided  in  paragraph 

(c)  of  this  section,  each  handler  shall  (1) 
on  or  before  the  16th  day  after  the  end 
of  the  month  pay  each  producer  for  milk 
received  from  him  during  the  month  not 
less  than  the  applicable  uniform  price  (s) 
for  such  month  computed  pursuant  to 
§§  1024.72  and  1024.73,  adjusted  by  the 
butterfat  differential  computed  pursuant 
to  §  1024.85(a),  the  location  differential 
pursuant  to  §  1024.85(b)  and  4ess  the 
amount  of  the  payment  made  pursuant 
to  paragraph  (a)  of  this  section  and  bona 
fide  deductions  authorized  by  the  pro¬ 
ducer:  Provided,  That,  with  respect  to 
each  deduction  made  from  such  pay¬ 
ment.  the  burden  shall  rest  upon  the 
handler  making  the  deduction,  to  prove 
that  each  deduction  is  authorized  by.  and 
properly  chargeable  to,  the  producer; 
(2)  furnish  each  producer  with  a  sup¬ 
porting  statement  in  such  form  that  it 
may  be  retained  by  the  producer  which 
shall  show : 

(i)  The  month  and  identity  of  the 
handler  and  of  the  producer; 

(ii)  The  total  pounds  and  the  average 
butterfat  content  of  milk  delivered  by 
the  producer,  including  for  the  months 
of  April  through  July,  the  pounds  of  base 
milk  and  excess  milk; 

(iii)  The  nature  and  amount  or  the 
rate  per  hundredweight  of  each  deduc¬ 
tion  claimed  by  the  handler  including 
any  deduction  made  pursuant  to 
§  1024.87; 

(iv)  The  minimum  rate  or  rates  at 
which  payment  is  required; 

(V)  The  rate  which  is  used  in  making 
the  pasmient  if  such  rate  is  more  than 
the  applicable  minimum;  and 

(vi)  The  net  amount  of  payment  to 
the  producer. 

(c)  Upon  receipt  of  written  request 
from  a  cooperative  association  which  the 
market  administrator  determines  is  au¬ 
thorized  by  its  members  to  collect  pay¬ 
ment  for  their  milk  and  receipt  of  writ¬ 
ten  promise  to  reimburse  the  handler 


for  the  amount  of  any  actual  Iqm  w 
curred  by  him  because  of  any 
claim  on  the  part  of  the  cooperatSw 
sociation,  each  handler  shall:  **•* 

(1)  Pay  to  the  cooperative  assoclMw. 
on  or  before  the  25th  and  14th 
each  month,  in  lieu  of  paymento  a,? 
suant  to  paragraphs  (a)  and  (b)^ 
spectively,  of  this  section,  an  amount  m 
less  than  the  total  due  such 
members  as  determined  pursuant^ 
paragraphs  (a)  and  (b),  respectively  qi 
Uiis  scct>ioii«  ’ 


(2)  Submit  to  the  cooperative  asaw 

elation  on  or  before  the  25th  day  of^ 
month,  written  information  which  sl^. 
for  each  member-producer  the  tohl 
pounds  of  milk  received  during  the^ 
15  days  of  the  month;  ^ 

(3)  Submit  to  the  cooperative  aaso- 
ciation  in  writing  on  or  before  the  loth 
day  of  each  month  the  informatiwi 
each  member-producer  required  pur- 
suant  to  subdivisions  (i)  to  (iil)  of  sub! 
paragraph  (b)  (2)  of  this  section. 

(d)  The  payments  and  submiasiwi  o{ 
information  pursuant  to  paragraph  (c) 
of  this  section  shall  be  made  with  respect 
to  milk  of  each  producer,  who  the  co¬ 
operative  association  certifies  is  a  mem¬ 
ber,  which  is  received  on  and  after  the 
first  day  of  the  calendar  month  next 
following  the  receipt  of  such  certifleatkm 
through  the  last  day  of  the  month  next 
preceding  receipt  of  notice  from  the  co¬ 
operative  association  of  a  termination  of 
membership  or  until  the  original  request 
is  rescinded  in  writing  by  the  association. 

(e)  A  copy  of  each  such  request, 
promise  to  reimburse,  and  certified  list 
of  members  shall  be  filed  simultaneously 
with  the  market  administrator  by  the  co¬ 
operative  and  shall  be  subject  to  veri¬ 
fication  at  his  discretion  through  auditi 
of  the  records  of  the  cooperative  asso¬ 
ciation  pertaining  thereto. 

(f )  Exceptions,  if  any,  to  the  accuracy 
of  such  certification  by  a  producer 
claimed  to  be  a  member  or  by  a  handler 
shall  be  made  by  written  notice  to  the 
market  administrator  and  shall  be  sub¬ 
ject  to  his  determination. 


§  1024.81  Producer-settlement  fund. 

The  market  administrator  shall  estab¬ 
lish  and  maintain  a  separate  fund  known 
as  the  “producer-settlement  fund"  into 
which  he  shall  deposit  all  payments 
made  by  handlers  pursuant  to  §§  1024.75, 
1024.82  and  1024.84  and  from  which  he 
shall  make  all  payments  pursuant  to 
§§  1024.83  and  1024.84:  Provided,  That 
payments  due  to  any  handler  shall  be 
offset  by  payments  due  from  such 
handler. 


§  1024.82  Payments  to  the  producw* 
settlement  fund. 

On  or  before  the  12th  day  after  the 
end  of  each  month  each  handler  shaD 
pay  to  the  market  administrator  any 
amount  by  which  the  total  value  of  milk 
at  his  pool  plant (s)  computed  pursuant 
to  §  1024.70  for  such  month  is  greater 
than  the  value  of  producer  milk  received 
by  such  handler  during  the  month,  com¬ 
puted  at  the  applicable  minimum  uni¬ 
form  prices  as  specified  in  §§  1024.72  and 
1024.73  adjusted  for  the  differentials 
provided  for  in  §  1024.85. 
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8  1024.83  Payments  out  of  the  pro- 
*  ^  Jucer-seltlement  fund. 

nn  or  before  the  14th  day  after  the 
each  month,  the  market  adminis- 
f  ir  Sail  pay  to  each  handler,  any 
by  which  the  total  value  of  milk 
Dool  plant(s)  computed  pursuant 
*1024  70  for  such  handler  for  such 
Snnth  is  ’less  than  the  value  of  producer 
fiLr^ived  by  such  handler  during 
£  month,  computed  at  the  applicable 
SSm  prices  as  specified  in  51  1024.72 
^  1024  73  adjusted  for  the  differentials 
SJvi(ledforin§  1024.85. 

§1024.84  Adjustment  of  errors  in  pay¬ 
ment. 

Whenever  verification  by  the  market 
administrator  of  payments  by  any  han¬ 
dler  discloses  errors  made  in  payments 
to  the  producer-settlement  fund  pur¬ 
suant -to  §5  1024.75  and  1024.82.  the 
market  administrator  shall  promptly 
bill  such  handler  for  any  unpaid  amount 
and  such  handler  shall  within  15  days 
make  payment  to  the  market  adminis¬ 
trator  of  the  amount  so  billed.  When¬ 
ever  verification  discloses  that  payment 
is  due  from  the  market  administrator  to 
any  handler  pursuant  to  §  1024.83.  the 
market  administrator  shall  within  15 
days,  make  such  payment  to  such  han¬ 
dler.  Whenever  verification  by  the 
market  administrator  of  the  payment  by 
a  handler  to  any  producer  or  cooperative 
association  for  milk  received  by  such 
handler  discloses  payment  of  less  than 
is  required  by  §  1024.80,  the  handler  shall 
pay  such  balance,  due  such  producer  or 
cooperative  association  not  later  than 
the  time  of  making  payment  to  pro¬ 
ducers  or  cooperative  associations  next 
following  such  disclosures. 


§  1024.85  Butterfat  and  location  dif¬ 
ferentials  to  producers. 

(0)  Butterfat  differential.  In  making 
payment  for  producer  milk  pursuant  to 
11024.80,  there  shall  be  added  to  or 
subtracted  from,  respectively,  the  uni¬ 
form  price  (s)  per  hundredweight  for 
each  one-tenth  of  one  percent  of  butter¬ 
fat  content  in  such  milk  above  or  below 
4.0  percent,  respectively,  a  butterfat 
differential  computed  by  the  market  ad¬ 
ministrator  by  multiplying  the  total 
pounds  of  butterfat  in  producer  milk 
classified  in  Class  I  and  Class  II  milk 
during  the  month  pursuant  to'  §  1024.46 
by  the  respective  butterfat  differential 
for  each  class,  dividing  the  sum  of  such 
values  by  the  total  pounds  of  such  butter¬ 
fat  and  roimding  the  resultant  figure  to 
the  nearest  one-tenth  cent. 

(b)  Location  differentials.  In  making 
payments  to  producers  pursuant  to 
11024.80  for  milk  received  at  a  pool  plant 
located  80  miles  or  more  from  the  nearest 
of  the  courthouse  in  Evansville,  Indiana, 
or  the  courthouse  in  Owensboro,  Ken¬ 
tucky,  by  the  shortest  hard-surfaced 
highway  distance,  as  determined  by  the 
market  administrator,  the  uniform  price 
for  August  through  March  and  the  imi- 
fonn  price  for  base  milk  for  April 
t^ugh  July  shall  be  reduced  at  the 
swne  rate  as  is  applicable  to  Class  I  milk 
at  such  plant  pur  suant  to  §  1024.53. 


§  1024486  Expense  of  administration* 

As  his  pro  rata  share  of  the  expense  of 
the  administration  of  this  part,  each 
handler  shall  pay  to  the  market  admin¬ 
istrator  on  or  before  the  12th  day  after 
the  end  of  each  month,  4  cents  per 
hundredweight  or  such  lesser  amount  as 
the  Secretary  may  prescribe,  with  respect 
to  receipts  at  his  pool  plant  (s)  during 
the  month  of  producer  milk  and  other 
source  milk  allocated  to  Class  I  milk  pur¬ 
suant  to  §  1024.46(a)  (3)  and  the  corre¬ 
sponding  step  of  §  1024.46(b).  A  handler 
operating  a  fluid  milk  plant  which  is  a 
nonpool  plant  shall  pay  administrative 
assessments  in  accordance  with  §  1024.75. 

§  1024.87  Marketing  services. 

(a)  Except  as  set  forth  in  paragraph 
(b)  of  this  section,  each  handler  in  mak¬ 
ing  payments  to  each  producer  pursuant 
to  §  1024.80(b),  shall  deduct  6  cents  per 
hundreweight  or  such  lesser  amount  as 
the  Secretary  may  prescribe,  with  respect 
to  all  milk  received  by  such  handler  from 
such  producer  (except  such,  handler’s 
own  farm  production),  during  the 
month,  and  shall  pay  such  deductions  to 
the  market  administrator  not  later  than 
the  12th  day  after  the  end  of  the  month. 
Such  money  shall  be  used  by  the  market 
administrator  to  verify  weights,  samples, 
and  tests  of  milk  received  by  handlers 
from  such  producers  during  the  month 
and  to  provide  such  producers  with  mar¬ 
ket  information.  Such  services  shall  be 
performed  in  whole  or  in  part  by  the 
market  administrator  or  by  an  agent  en¬ 
gaged  by  and  responsible  to  him. 

(b)  In  the  case  of  producers  for 
whom  a  cooperative  association  is  actu¬ 
ally  performing,  as  determined  by  the 
Secretary,  the  services  set  forth  in  para¬ 
graph  (a)  of  this  section,  each  handler 
shall  make,  in  lieu  of  the  deductions 
specified  in  paragraph  (a)  of  this  sec¬ 
tion,  such  deductions  as  are  authorized 
by  such  producers  and,  on  or  before  the 
14th  day  after  the  end  of  each  month, 
pay  over  such  deductions  to  the  associa¬ 
tion  rendering  such  services. 

§  1024.88  Termination  of  obligations. 

The  provisions  of  this  section  shall 
apply  to  any  obligation  under  this  order 
for  the  payment  of  money  irrespective  of 
when  such  obligation  arose. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  order  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section,  terminate  2  years  after  the 
last  day  of  the  month  during  which  the 
market  administrator  receives  the  han¬ 
dler’s  utilization  report  on  the  milk  in¬ 
volved  in  such  obligation,  unless  within 
such  2-year  period  the  market  admin¬ 
istrator  notifies  the  handler  in  writing 
that  such  money  is  due  and  payable. 
Service  of  such  notice  shall  be  complete 
upon  mailing  to  the  handler’s  last  known 
address,  and  it  shall  contain,  but  need 
not  be  limited  to,  the  following  informa¬ 
tion: 

(1)  The  amount  of  the  obligation; 

(2)  The  month(s)  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 
tion  exists,  was  received  or  handled;  and 


(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association 
of  producers,  the  name  of  such  pro- 
ducer(s)  or  association  of  producers  or 
if  the  obligation  is  payable  to  the  market 
administrator,  the  account  for  which  it 
is  to  be  paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this 
order,  to  make  available  to  the  market 
administrator  or  his  representatives  all 
books  and  records  required  by  this  order 
to  be  made  available,  the  market  admin¬ 
istrator  may  within  the  two-year  period 
provided  for  in  paragraph  (a)  of  this 
section,  notify  the  handler  in  writing  of 
such  failure  or  refusal.  If  the  market 
administrator  so  notifies  a  handler,  the 
said  two-year  period  with  respect  to  such 
,  obligation  shall  not  begin  to  run  until  the 
first  day  of  the  month  following  the 
month  during  which  all  such  books  and 
records  pertaining  to  such  obligation  are 
made  available  to  the  market  adminis¬ 
trator  or  his  representatives. 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section, 
a  handler’s  obligation  under  this  order 
to  pay  money  shall  not  be  terminated 
with  respect  to  any  transaction  involv¬ 
ing  fraud  or  willful  concealment  of  a 
fact  material  to  the  obligation,  on  the 
part  of  the  handler  against  whom  the 
obligation  is  sought  to  be  imposed. 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims 
to  be  due  him  tmder  the  terms  of  this 
order  shall  terminate  two  years  after  the 
end  of  the  month  during  which  the  milk 
involved  in  the  claim  was  received  if  an 
underpayment  is  claimed,  or  two  years 
after  the  end  of  the  month  during  which 
the  payment  (including  deduction  or  set¬ 
off  by  the  market  administrator)  was 
made  by  the  handler  if  a  refund  on  such 
payment  is  claimed,  unless  such  handler, 
within  the  applicable  period  of  time,  files 
pursuant  to  section  8c(15)  (A)  of  the  Act, 
a  petition  claiming  such  money. 

Miscellaneous  Provisions 
§  1024.90  Eff ective  time. 

The  provisions  of  this  part,  or  any 
amendments  to  its  provisions,  shall  be¬ 
come  effective  at  such  time  as  the  Sec¬ 
retary  may  declare  and  shall  continue  in 
force  until  suspended  or  terminated  pur¬ 
suant  to  §1024.91. 

§  1024.91  Suspension  or  termination. 

The  Secretary  may  suspend  or  termi¬ 
nate  this  part  or  any  provision  thereof 
whenever  he  finds  that  it  obstructs  or 
does  not  tend  to  effectuate  the  declared 
policy  of  the  Act.  This  part  shall,  in 
any  event,  terminate  whenever  the  pro¬ 
visions  of  the  Act  authorizing  it  cease 
to  be  in  effect. 

§  1024.92  Continuing  obligations. 

If,  upon  the  suspension  or  termination 
of  any  or  all  provisions  of  this  part,  there 
are  any  obligations  arising  under  it, 
the  final  accrual  or  ascertainment  of 
which  requires  further  acts  by  any  Per¬ 
son,  such  further  acts  shall  be  performed 
notwithstanding  such  suspension  or 
termination. 
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§  1024.93  -  Liqpiidation. 

Upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part  the 
market  administrator,  or  such  person  as 
the  Secretary  may  designate,  shall,  if 
so  directed  by  the  Secretary,  liquidate 
the  business  of  the  market  administra> 
tor’s  office  and  dispose  of  all  funds  and 
property  then  in  his  possession  or  xmder 
his  control  together  with  claims  for  any 
funds  which  are  unpaid  or  owing  at  the 
time  of  such  suspension  or  termination. 


Any  funds  collected  over  and  above  the 
amount  necessary  to  meet  outstanding 
obligations  and  the  expenses  necessarily 
incurred  by  the  market  administrator  or 
such  person  in  liquidating  and  distribut¬ 
ing  such  funds,  shall  be  distributed  to  the 
contributing  handlers  and  producers  in 
an  equitable  manner. 

§  1024.94  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent  or 


representative  In  connection  with 
of  the  provisions  of  this  part. 

§  1024.95  Separability  of  provisiom. 

If  any  provision  of  this  part,  or  th 
application  to  any  person  or  circm? 
stances,  is  held  invalid,  the  apphttSi 
of  such  provision,  and  of  the  remaSJ 
provisions  of  this  part,  to  other  per»2 
or  circumstances  shall  not  be 
thereby.  - 
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